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INTRODUCTORY 

These regulations deal with the employers’ tax, the em¬ 
ployees’ tax, and the employee representatives’ tax, imposed 
by the Carriers Taxing Act of 1937, approved June 29, 1937 
(Public, No. 174, Seventy-fifth Congress). 

Chapter I defines terms that are used in the Act and in 
these regulations. 

Chapter II deals with the employees’ tax. 

Chapter ni deals with the employers’ tax. 

Chapter IV deals with the employee representatives' tax. 

Chapter V deals with returns and payment of tax. 

Chapter VI deals with the adjustment of employees’ tax 
and employers’ tax. 

Chapter VII deals with credits and refunds. 

Chapter VIII contains miscellaneous provisions relative to 
assessment and collection of underpayments, jeopardy assess¬ 
ment, interest, penalties, and records. 

The applicable provisions of the Act, as well as certain 
applicable provisions of internal-revenue laws of particular 
importance, will be found in the appropriate places in, and 
are to be read in connection with, these regulations. The 
sections of law referred to in these regulations are sections of 
the Carriers Taxing Act of 1937, unless otherwise stated. 

CHAPTER I—DEFINITIONS 
Section 1 of the Act 

That as used In this Act— 

(a) The term “employer” means any carrier (as defined In sub¬ 
section (i) of this section), and any company which is directly or 
indirectly owned or controlled by one or more such carriers or 
under common control therewith, and which operates any equip¬ 
ment or facility or performs any service (except trucking service, 
casual service, and the casual operation of equipment or faciUties) 
In connection with the transportation of passengers or property 
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bv railroad, or the receipt, delivery, elevation, transfer In transit, 
refrigeration or Icing, storage, or handling of property transported 
by railroad, and any receiver, trustee, or other Individual or body, 
Judicial or otherwise, when in the possession of the property or 
operating all or any part of the business of any such employer: 
Proi'ided. however . That the the term ••employer" shall not include 
any street, interurban, or suburban electric railway, unless such 
railway is operating as a part of a general steam-railroad system 
of transportation, but shall not exclude any part of the general 
steam-railroad system of transportation now or hereafter operated 
by any other motive power. The Interstate Commerce Commis¬ 
sion is hereby authorized and directed upon request of the 
Commissioner of Internal Revenue, or upon complaint of any 
party interested, to determine after hearing whether any line 
operated by electric power falls within the terms of this proviso. 
The term "employer'’ shall also include railroad associations, 
traffic associations, tariff bureaus, demurrage bureaus, weighing 
and inspection bureaus, collection agencies and other associations, 
bureau^ agencies, or organizations controlled and maintained 
wholly or principally by two or more employers as hereinbefore 
defined and engaged in the performance of services in connection 
with or incidental to railroad transportation: and railway labor 
organizations, national in scope, which have been or may be organ¬ 
ized in accordance with the provisions of the Railway Labor Act, 
as amended, and their State and National legislative committees 
and their general committees and their insurance departments 
and their local lodges and divisions, established pursuant to the 
constitution and bylaws of such organizations. 

(b) The term "employee" means any person in the service 
of one or more employers for compensation: Provided, however. 
That the term "employee” shall include an employee of a local 
lodge or division defined as an employer in subsection (a) only 
if he was in the service of or in the employment relation to a 
carrier on or after August 29, 1935. An individual is in the em¬ 
ployment relation to a carrier if he is on furlough, subject to call 
for service within or outside the United States and ready and 
willing to serve, or on leave of absence, or absent on account of 
sickness or disability; all in accordance with the established 
rules and practices in effect on the carrier: Provided further. 
That an individual shall not be deemed to have been on August 
29. 1935, in the employment relation to a carrier not conducting 
the principal part of its business in the United States unless 
during the last pay-roll period in which he rendered service to it 
prior to said date, be rendered service to it in the United States. 

(c) The term "employee representative” means any officer or 
official representative of a railway labor organization other than 
a labor organization included in the term "employer” tvs defined 
in section 1 (a), who before or after the enactment hereof was 
in the service of an employer as defined in section 1 (a) and 
who is duly authorized and designated to represent employees in 
accordance with the Railway Labor Act. as amended, and any 
Individual who is regularly assigned to or regularly employed by 
such officer or official representative In connection with the duties 
of his office. 

(d) An individual is in the service of an employer whether his 
service is rendered within or without the United States if he is 
subject to the continuing authority of the employer to supervise 
and direct the manner of rendition of his service, which service 
he renders for compensation: Provided, however , That an indi¬ 
vidual shall be deemed to be in the service of an employer not 
conducting the principal part of its business in the United States 
onlv when he is rendering service to It in the United States. 

(e) The term "compensation” means any form of money re¬ 
muneration earned by an individual for services rendered as an 
employee to one or more employers, or as an employee repre¬ 
sentative. Including remuneration paid for time lost as an em¬ 
ployee. but remuneration paid for time lost shall be deemed earned 
In the month in which such time is lost. Such term does not 
include tips, or the voluntary payment by an employer, without 
deduction from the remuneration of the employee, of the tax 
imposed on such employee by section 2 of this Act. Compensation 
which is earned during the period for which the Commissioner of 
Internal Revenue shall require a return of taxes hereunder to be 
made and which is payable during the calendar month following 
such, period shall be deemed to have been paid during such period 
only. 

(f) The term "United States” when used in a geographical sense 
means the States. Alaska. Hawaii, and the District of Columbia. 

(g) The term "company” Includes corporations, associations, and 
Joint-stock companies. 

(h) The term "employee" includes an officer of an employer. 

(i) The term "carrier" means an express company, sleeping-car 
company, or carrier by railroad, subject to part I of the Interstate 
Commerce Act. 

(J) The term “person” means an individual, a partnership, an 
association, a Joint-stock company, or a corporation. 

Article 1. Definitions of miscellaneous terms. —As used In 
these regulations— 

(a) The terms defined in the above provisions of law shall 
have the meanings so assigned to them. 

(b) Act means the Carriers Taxing Act of 1937 (Public, 
No. 174. Seventy-fifth Congress). 

(c) Act of August 29, 1935 , means the Act entitled “An 
Act To levy an excise tax upon carriers and an income tax 


upon their employees, and for other purposes” (Public, No. 
400, Seventy-fourth Congress: 49 Stat. 974), as amended by 
Public Resolution No. 9, Seventy-fifth Congress, approved 
February 27, 1937. 

id) Raihoay Labor Act means the Act approved May 20, 
1926 (44 Stat. 577), as originally adopted and any amend¬ 
ments thereto. 

(e) Social Security Act means the Act approved August 
14, 1935 (Public, No. 271, Seventy-fourth Congress; 49 Stat. 
620). 

(/) Tax means the employers* tax, the employees* tax, or 
the employee representatives’ tax unless otherwise specified. 

(gr) Employers’ tax means the tax imposed by section 3 
of the Act. 

( h ) Employees’ tax means the tax imposed by section 2 of 
the Act. 

(i) Employee representatives’ tax means the tax imposed 
by section 5 of the Act. 

(j) Secretary means the Secretary of the Treasury. 

ik) Commissioner means the Commissioner of Internal 
Revenue. 

(1) Collector means the collector of internal revenue. 

Section 1 (a) of the Act 

(a) The term "employer” means any carrier (as defined in 
subsection (l) of this section), and any company which is directly 
or Indirectly owned or controlled by one or more such carriers 
or under common control therewith, and which operates any 
equipment or facility or performs any service (except trucking 
service, casual service, and the casual operation of equipment or 
facilities) in connection with the transportation of passengers or 
property by railroad, or the receipt, delivery, elevation, transfer in 
transit, refrigeration or icing, storage, or handling of property 
transported by railroad, and any receiver, trustee, or other indi¬ 
vidual or body, judicial or otherwise, when in the possession of the 
property or operating all or any part of the business of any such 
employer: Provided, however, That the term “employer” shall not 
include any street, interurban, or suburban electric railway, unless 
such railway is operating as a part of a general steam-railroad 
system of transportation, but shall not exclude any part of the 
general steam-railroad system of transportation now or hereafter 
operated by any other motive power. The Interstate Commerce 
Commission is hereby authorized and directed upon request of 
the Commissioner of Internal Revenue, or upon complaint of any 
party interested, to determine after hearing whether any line 
operated by electric power falls within the terms of this proviso. 
The term "employer" shall also Include railroad associations, traffic 
associations, tariff bureaus, demurrage bureaus, weighing and in¬ 
spection bureaus, collection agencies and other associations, bu¬ 
reaus, agencies, or organizations controlled and maintained wholly 
or principally by two or more employers as hereinbefore defined 
and engaged In the performance of services in connection with or 
Incidental to railroad transportation; and railway labor organiza¬ 
tions, national in scope, which have been or may be organized in 
accordance with the provisions of the Railway Labor Act, as 
amended, and their State and National legislative committees and 
their general committees and their insurance departments and 
their local lodges and divisions, established pursuant to the 
constitution and bylaws of such organizations. 

Suction 1 (i) or the Act 

(i) The term “carrier” means an express company, sleeping-car 
company, or carrier by railroad, subject to part I of the Interstate 
Commerce Act. 

Art. 2. Who are employers. —Each of the following persons 
is an employer within the meaning of the Act— 

(a) Any carrier, that is, any express company, sleeping-car 
company, or carrier by railroad, subject to Part I of the 
Interstate Commerce Act. 

(b) Any company which 

(1) is directly or indirectly owned or controlled by one or 
more employers as defined in paragraph (a) of this article, 
or under common control therewith, and 

(2) operates any equipment or facility or performs any 
service (except trucking service, casual service, and the 
casual operation of equipment or facilities) in connection 
with 

(A) the transportation of passengers or property by 
railroad, or 

(B) the receipt, delivery, elevation, transfer in transit, 
refrigeration or icing, storage, or handling of property 
transported by railroad. 
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As used above in this article— 

The term “controlled” includes direct or indirect control, 
whether legally enforceable and however exercisable or exer¬ 
cised. The control may be by means of stock ownership, or 
by agreements, licenses, or any other devices which insure 
that the operation of the company is in the interests of one or 
more carriers. It is the reality of the control, however, which 
is decisive, not its form nor the mode of its exercise. 

The term “employer” does not include any street, inter- 
urban, or suburban electric railway, unless such railway is 
operating as a part of a general steam-railroad system of 
transportation, but shall not exclude any part of the general 
steam-railroad system of transportation which on January 1, 
1937, or thereafter, is operated by any other motive power. 

(c) Any receiver, trustee, or other individual or body, judi¬ 
cial or otherwise, when in the possession of the property or 
operating all or any part of the business of any employer as 
defined in paragraph (a) or (b) of this article. 

(d) Any railroad association, traffic association, tariff bu¬ 
reau, demurrage bureau, weighing and inspection bureau, col¬ 
lection agency, and other association, bureau, agency or or¬ 
ganization controlled and maintained wholly or principally by 
two or more employers as defined in paragraph (a), (b), or 
(c) of this article and engaged in the performance of serv¬ 
ices in connection with or incidental to railroad transpor¬ 
tation. 

< e ) Any railway labor organization, national in scope, 
which has been or may be organized in accordance with the 
provisions of the Railway Labor Act. 

(/) Any State or National legislative committee, general 
committee, insurance department, local lodge or division of an 
employer as defined in paragraph (e) of this article estab¬ 
lished pursuant to the constitution and by-laws of such 
employer. 

Section 1 (b) op the Act 

(b) The term “employee” means any person in the service of one 
of more employers for compensation: Provided, however. That the 
term “employee” shall include an employee of a local lodge or divi¬ 
sion defined as an employer In subsection (a) only If he was in the 
service of or in the employment relation to a carrier on or after 
August 29. 1935. An individual is in the employment relation to a 
carrier if he is on furlough, subject to call for service within or 
outside the United States and ready and willing to serve, or on 
leave of absence, or absent on account of sickness or disability; all 
In accordance with the established rules and practices in effect on 
the carrier: Provided further. That an individual shall not be 
deemed to have been on August 29, 1935, in the employment rela¬ 
tion to a carrier not conducting the principal part of its business 
in the United States unless during the last pay-roll period in which 
he rendered service to it prior to said date, he rendered service to 
It in the United States. 

Section 1 (d) of the Act 

(d) An Individual is in the service of an employer whether his 
service is rendered within or without the United States if he is 
subject to the continuing authority of the employer to supervise 
and direct the manner of rendition of his service, which service 
he renders for compensation: Provided, however, That an individ¬ 
ual shall be deemed to be in the service of an employer not con¬ 
ducting the principal part of its business in the United States 
only when he is rendering service to it in the United States. 

Section 1 (H) and (i> op the Act 

(h) The term "employee" includes an officer of an employer. 

(i) The term “carrier" means an express company, sleeping-car 
company, or carrier by railroad, subject to part I of the Interstate 
Commerce Act. 

Art. 3. Who are employees —(a) General .—Within the 
meaning of the Act, any person is an employee if he is in 
the service of one or more employers (as defined in section 
1 (a)) for compensation. An individual is in the service 
of an employer if he is subject to the continuing authority 
of the employer to supervise and direct the manner in 
which he renders services for compensation. It is not nec¬ 
essary that the employer actually direct or control the man¬ 
ner in which the services are performed; it is sufficient if 
the employer has the right to do so. The right of an 
employer to discharge an individual is also an important 
factor indicating that the individual is an employee. Other 
factors indicating that an individual is an employee are the 
furnishing of tools and the furnishing of a place to work 
by the employer to the individual who performs the services. 


In general, if an individual is subject to the control or 
direction of an employer merely as to the result to be ac¬ 
complished by the work and not as to the means and methods 
for accomplishing the result, he is an independent con¬ 
tractor. An individual performing services as an independent 
contractor is not. as to such services, an employee within 
the meaning of the Act. 

Generally, an individual performing services for an em¬ 
ployer as defined in section 1 (a) as a physician, lawyer, 
dentist, veterinarian, contractor, subcontractor, public ste¬ 
nographer, or auctioneer, who follows an independent pro¬ 
fession, trade, or business, in which he offers his services 
to the public, is an independent contractor. Individuals 
following the callings mentioned may, however, be employees. 

Whether or not an individual is an employee will be de¬ 
termined upon an examination of the particular facts of 
the case. 

If an individual is an employee, it is of no consequence that 
he is designated as a partner, coadventurer, agent, independ¬ 
ent contractor, or otherwise, or that he performs services on 
a part-time basis. The age of the individual, or the meas¬ 
urement, method, or designation of the remuneration, is im¬ 
material, if he is in fact an employee. 

The Act makes no distinction between classes or grades of 
employees. Thus, superintendents, managers, and other su¬ 
perior employees are employees within the meaning of the 
Act. An officer of an employer is an employee. A director 
is not an employee unless he performs services other than 
those required by attendance at and participation in meet¬ 
ings of the board of directors. 

In determining whether an individual is an employee within 
the meaning of the Act, the citizenship or residence of the 
individual, or the place where the contract for the services 
was entered into is immaterial. If an individual performs 
services for an employer which does not conduct the princi¬ 
pal part of its business within the United States, such indi¬ 
vidual shall be deemed to be in the service of such employer 
only to the extent that he performs services for it in the 
United States. In all other cases it is immaterial whether 
the services are performed within or without the United 
States. 

(b) Employees of local lodges or divisions of railway labor 
organizations .—An individual who is in the service of a local 
lodge or division of a railway labor organization which is 
included as an employer under section 1 (a) (see article 
2 (/)), is not an employee within the meaning of the Act 
unless, on or after August 29, 1935, he was either— 

(1) In the service of a carrier ; that is, on or after August 
29, 1935, the individual must have been subject to the con¬ 
tinuing authority of a carrier to supervise and direct the 
manner of the performance of services being rendered by 
such individual for compensation (see paragraph (a) above 
of this article). or 

(2) In the “employment relation” to a carrier; that is, the 
individual on or after August 29, 1935, in accordance with 
established rules and practices in effect on the carrier, was 
on furlough subject to call for service within or without the 
United States and ready and willing to serve, or on leave of 
absence, or absent on account of sickness or disability. How¬ 
ever, an individual shall not be deemed to have been on 
August 29, 1935, in the “employment relation” to a carrier 
not conducting the principal part of its business in the 
United States, unless during the last pay-roll period in which 
such individual rendered service to the carrier prior to such 
date, he rendered service to the carrier within the United 
States. 

(For definition of “carrier,” see section 1 (i) and article 
2 (a).) 

Section 1 (c) of the Act 

(c) The term "employee representative" means any officer or offi¬ 
cial representative of a railway labor organization other than a 
labor organization included in the term "employer" as defined in 
section 1 (a), who before or after the enactment hereof was in 
the service of an employer as defined in section 1 (a) and who 
Is duly authorized and designated to represent employees in ac¬ 
cordance with the Railway Labor Act. as amended, and any indi- 
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vidual who is regularly assigned to or regularly employed by such 
officer or official representative in connection with the duties of 
his office. 

Art. 4. Who are employee representatives .— An employee 
representative within the meaning of the Act is— 

(a) Any officer or official representative of a railway labor 
organization which is not included as an employer under 
section 1 (a) of the Act who— 

(1) was in the service of an employer either before or 

after June 29, 1937, and 

(2) is duly authorized and designated to represent em¬ 
ployees in accordance with the Railway Labor Act, as 

amended. 

(For railway labor organizations which are employers under 
section 1 (a) of the Act, see articles 2 (e) and (/).) 

(b) Any individual who is regularly assigned to or regularly 
employed by an employee representative as defined in para¬ 
graph (a) of this article, in connection with the duties of such 
employee representative's office. 

In determining whether an individual is an employee repre¬ 
sentative, his age, citizenship, and residence, are immaterial 
Section 1 (e) or the Act 

(e) The term “compensation’* means any form of money re¬ 
muneration earned by an individual for services rendered as an em¬ 
ployee to one or more employers, or as an employee representative, 
including remuneration paid for time lost as an employee, but 
remuneration paid for time lost shall be deemed earned in the 
month in which such time is lost. 8uch term does not Include 
tips, or the voluntary payment by an employer, without deduction 
from the remuneration of the employee, of the tax Imposed on such 
employee by section 2 of this Act. Compensation which is earned 
during the period for which the Commissioner of Internal Revenue 
shall require a return of taxes hereunder to be made and which is 
payable during the calendar month following such period shall be 
deemed to have been paid during such period only. 

Section 5 of the Act 

• • • • • 

The compensation of an employee representative for the pur¬ 
pose of ascertaining the tax thereon shall be determined in the 
same manner and with the same effect as if the employee organiza¬ 
tion by which such employee representative is employed were an 
employer as defined in section 1 (a) of this Act. 

Art. 5. Definition of " compensation ”— The term compen¬ 
sation means all remuneration in money, or in something 
which may be used in lieu of money (scrip and merchandise 
orders, for example), which is earned by an individual for 
services performed as an employee for one or more em¬ 
ployers, or as an employee representative. The term is not 
confined to amounts earned or paid for active service but 
includes amounts earned or paid for periods during which 
the employee or employee representative is absent from 
active service. The term does not include tips, or the volun¬ 
tary payment by an employer of the employee's tax, without 
the deduction of such tax from the remuneration of the 
employee. (As to when compensation is earned, see article 
7.) 

Art. 6. Items included as compensation .—The following 
items are included in compensation with respect to em¬ 
ployees and in analogous situations with respect to employee 
representatives— 

(a) Salaries, wages, commissions, fees, bonuses, and any 
other remuneration in money or in something which may 
be used in lieu of money. The name by which remunera¬ 
tion is designated, the amount, and the basis upon which it 
is paid are immaterial. It may be paid upon the basis of 
piece work, a percentage of profits, or on a daily, hourly, 
weekly, monthly, annual, or other basis. 

( b) Sick pay, vacation allowances, or back pay upon rein¬ 
statement after wrongful discharge. 

<c) Allowance or reimbursement for traveling or other 
expenses incurred in the business of the employer to the 
extent of the excess of such amount, if any, over such 
expenses actually incurred and accounted for by the 
employee. 

( d) Generally, premiums paid by an employer on a policy 
of life insurance covering the life of an employee if the 
employer is not a beneficiary under the policy. However, 
premiums paid by an employer on policies of group life 


insurance covering the lives of his employees are not com¬ 
pensation if the employee has no option to take the amount 
of the premiums instead of accepting the insurance and has 
no equity in the policy (such as the right of assignment or 
the right to the surrender value on termination of his 
employment). 

(e) Amounts deducted from the remuneration of an em¬ 
ployee, including the amount of the employees' tax deducted 
pursuant to section 2 (b), constitute compensation paid to 
the employee. 

(/) Payments made by an employer into a stock bonus, 
pension, or profit-sharing fund if such payments inure to 
the exclusive benefit of the employee and may be withdrawn 
by the employee at any time, or upon resignation or dis¬ 
missal or if the contract for services requires such payment 
as part of the remuneration. Whether or not under other 
circumstances such payments constitute compensation de¬ 
pends upon the particular facts of each case. 

Art 7. Compensation—when earned. —Compensation is 
earned when and as an employee or employee representa¬ 
tive, as such, performs services for which he is paid or for 
which there is a present or future obligation to pay, regard¬ 
less of the time at which payment is made or is to be made. 
Remuneration paid for any period of ahsence from active 
service shall be deemed to have been earned in the month 
in which such absence from service occurred. (See articles 
5 and 6.) 

Art. 8. Compeiisation — when paid. —Compensation is 
deemed to be paid— 

(1) when it is actually paid; or 

(2) when it is constructively paid, that is, credited to the 
account of or set apart for an employee without any substan¬ 
tial limitation or restriction as to the time or manner of pay¬ 
ment or condition upon which payment is to be made, and 
made available to him so that it may be drawn upon at any 
time and its payment brought within his own control and 
disposition; or 

(3) within the period for which a return of tax is required 
to be made if the compensation was earned during such 
period and is payable during the calendar month following 
such period. (See article 501, relating to periods for which 
a return of tax is required.) 

Example ( A ).—During September, 1938 (which falls in a 
period for which a return of tax is required to be made). A is 
employed by employer B at a monthly salary of $150, half 
of which is payable on the 25th of the month in which the 
services are performed and the other half on the 10th of the 
following month. Thus on October 10. A is paid $75 which 
was earned during September. That $75 is deemed to have 
been paid to A in September and should be included in B’s 
return for the quarter July, Apgust, and September. 

Example (B).—During December, 1937 (which falls In a 
period for which a return of tax is required to be made), A 
is employed by employer B on the basis of a 6-day week at a 
weekly salary of $60 payable on Saturday of each week. 
Thus on Saturday, January 1, 1938, A is paid $60 for services 
performed during the week December 27, 1937, to January 1, 
1938, inclusive. In such case five-sixths of that amount 
or $50 is deemed to have been paid in December and should 
be included in B's return filed for the period in which De¬ 
cember falls. The balance of A's salary for that week ($10) 
should be included in the return filed for the period in which 
January. 1938, falls. (But see article 501 (b), relating to 
period covered by return where employer pays on a weekly 
basis. See article 7 as to when compensation is deemed 
earned; also article 202 relating to applicable rate of 
employees’ tax.) 

CHAPTER n— EMPLOYEES’ TAX 
Section 2 (a) of the Act 

(a) In addition to other taxes, there shall be levied, collected, 
and paid upon the Income of every employee a tax equal to the 
foUowing percentages of so much of the compensation of such 
employee as is not in excess of $300 for any calendar month, earned 
by him after December 31, 1936— 

1. With respect to compensation earned during the calendar 
years 1937, 1938, and 1939, the rate shall be 2% per centum; 
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2. With respect to compensation earned during the calendar 
years 1940. 1941. and 1942, the rate shall be 3 per centum; 

3. With respect to compensation earned during the calendar years 
1943, 1944, and 1945, the rate shall be 3^ per centum; 

4. With respect to compensation earned during the calendar years 
1946. 1947, and 1948, the rate shall be 3*6 per centum; 

5. With respect to compensation earned after December 31, 1948, 
the rate shall be 3% per centum; 

Art. 201. Measure of employees ' tax. —The employees’ tax 
is measured by the amount of compensation earned by an 
individual as an employee for services rendered to one or 
more employers on and after January 1, 1937, excluding, 
however, the amount of such compensation in excess of $300 
which is earned by the employee for services performed 
during any one calendar month. (See articles 5. 6, and 7. 
relating to compensation.) 

Art. 202. Rates and computation of employees ’ tax. —The 
rates of employees’ tax applicable for the respective calendar 
years are as follows: 

Per cent 

For the calendar years 1937, 1938, 1939_ 2% 

For the calendar years 1940, 1941, 1942_ 3 

For the calendar years 1943. 1944, 1945- 3% 

For the calendar years 1946, 1947, 1948_ 3*4 

For the calendar year 1949 and subsequent calendar years_ 3% 

The employees’ tax is computed by applying to the amount 
of the employee’s compensation with respect to which the 
employees’ tax is imposed the rate in effect at the time the 
compensation was earned. 

Section 2 (b) of the Act 

(b) The tax imposed by this section shall be collected by the 
employer of the taxpayer by deducting the amount of the tax from 
the compensation of the employee as and when paid. If an em¬ 
ployee is paid compensation by more than one employer with 
respect to any calendar month, then, under regulations made 
under this Act, the Commissioner of Internal Revenue may pre¬ 
scribe the proportion of the tax to be deducted by each employer 
from the compensation paid by him to the employee with respect 
to such month. Every employer required under this subsection 
to deduct the tax is hereby made liable for the payment of such 
tax and shall not be liable to any person for the amount of any 
such payment. 

Section 607 of the Revenue Act of 1934, Made Applicable bt 
Section 7 (c) of the Act 

Whenever any person is required to collect or withhold any 
internal-revenue tax from any other person and to pay such tax 
over to the United States, the amount of tax so collected or 
withheld shall be held to be a special fund in trust for the 
United States. The amount of such fund shall be assessed, col¬ 
lected. and paid in the same manner and subject to the same 
provisions and limitations (including penalties) as are applicable 
with respect to the taxes from which such fund arose. 

Art. 203. Collection of, and liability for , employees ' tax. — 
(a) The employer shall collect the employees* tax imposed 
with respect to the compensation not in excess of $300 
earned for any calendar month by each of his employees, 
by deducting or causing to be deducted the amount of such 
tax from such compensation as and when paid. (As to time 
when compensation is deemed to be paid, see article 8.) 

<b) If during any calendar month an employee earns 
compensation from two or more employers, and if the ag¬ 
gregate of such compensation is more than $300, the em¬ 
ployees’ tax shall be deducted by each employer from the 
amount of compensation with respect to which the employ¬ 
ers’ tax is imposed (see section 3 (a) and article 301 (b )), as 
and when such compensation is paid by him to the em¬ 
ployee. Any undercollection or overcollection of employees’ 
tax resulting from the employer’s inability to determine, at 
the time compensation is paid, the correct amount with re¬ 
spect to which the deduction should be made shall be cor¬ 
rected in accordance with the provisions of Chapter VI, 
relating to adjustment of employees’ tax and employers’ 
tax, and Chapter VII, relating to credits and refunds. 

(c) In collecting the employees’ tax, the employer shall 
disregard any fractional part of a cent of such tax unless 
it amounts to one-half cent or more, in which case it shall 
be increased to 1 cent. 

id) The employer is liable for the employees’ tax with 
respect to compensation paid by him subsequent to June 28, 
1937, whether or not collected from the employee. If at 


any time subsequent to that date the employer deducts less 
than the correct amount of employees’ tax or fails to deduct 
any part of the tax. he is nevertheless liable for the correct 
amount of the tax. With respect to compensation earned 
by any employee for the period from January 1, 1937, to 
June 28, 1937, inclusive, the employer shall be liable for 
the employees’ tax only to the extent that the employer 
has under his control at any time subsequent to June 28. 
1937, amounts of compensation earned at any time by the 
employee, or amounts deducted by the employer from the 
compensation of the employee under the Act of August 29, 
1935. Until collected from him. the employee is also liable 
for the employees’ tax. Any employees’ tax collected by or 
on behalf of an employer is a special fund in trust for the 
United States. An employer is not liable to any person for 
the amount of the employees’ tax deducted by him and paid 
to the collector. 

See Chapter V, relating to returns and payment of em¬ 
ployees’ tax; articles 601 and 602, relating to adjustment of 
employees’ tax; articles 803, 804, and 805, relating to interest 
and penalties. 

CHAPTER III—EMPLOYERS' TAX 
Section 3 (a) of the Act 

(a) In addition to other taxes, every employer shall pay an 
excise tax with respect to having individuals in his employ, equal 
to the following percentages of so much of the compensation as 
is not in excess of $300 for any calendar month paid by him to 
any employee for services rendered to him after December 31, 
1936: Provided, however. That If an employee is paid compensation 
by more than one employer with respect to any such calendar 
month, the tax imposed by this section shall apply to not more 
than $300 of the aggregate compensation paid to said em¬ 
ployee by all said employers with respect to such calendar month, 
and eac hsuch employer shall be liable for that proportion of the 
tax with respect to such compensation which his payment to the 
employee with respect to such calendar month bears to the aggre¬ 
gate compensation paid to such employee by all employers with 
respect to such calendar month; 

1. With respect to compensation paid to employees for services 
rendered during the calendar years 1937, 1938, and 1939, the rate 
shall be 2% per centum; 

2. With respect to compensation paid to employees for services 
rendered during the calendar years 1940, 1941, and 1942, the rate 
shall be 3 per centum; 

3. With respect to compensation paid to employees for services 
rendered during the calendar years 1943, 1944, and 1945, the rate 
shall be 3% per centum; 

4. With respect to compensation paid to employees for services 
rendered during the calendar years 1946. 1947, and 1948. the rate 
shall be 3*4 per centum; 

5. With respect to compensation paid to employees for services 
rendered after December 31, 1948, the rate shall be 3% per centum. 

Art. 301. Measure of employers ’ tax. — (a) Except as pro¬ 
vided in paragraph ( b ) of this article, the employers’ tax is 
measured by the amount of compensation paid by an em¬ 
ployer to his employees for services performed on and after 
January 1, 1937, excluding, however, the amount of compen¬ 
sation in excess of $300 which is paid by the employer to any 
employee for services performed during any one calendar 
month. 

(b) If an employer pays compensation to an employee who 
is also paid compensation by any other employer for serv¬ 
ices performed during the same calendar month, and if the 
aggregate compensation paid to such employee by all em¬ 
ployers is more than $300 for the calendar month, then there 
is included in the measure of each employer’s tax only that 
proportion of $300 which each employer’s payment to the 
employee for the month bears to the aggregate compensa¬ 
tion paid to such employee by all of his employers for that 
month. <See articles 5. 6, and 8, relating to “compensation,” 
and article 603, relating to adjustments.) 

Example 1 .—A performs services during August, 1937, for 
employer X and is paid for the month a salary of $400. X 
is liable for the employers* tax with respect to $300. 

Example 2. —A performs services during August, 1937. for 
employers X and Y and is paid for the month a salary of 
$150 by each. Since A’s aggregate compensation was not in 
excess of $300, each employer is liable for the employers’ 
tax with respect to $150. 

Example 3 .—A performs services during August, 1937, for 
employers X and Y and is paid for the month a salary of 
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$200 by X and a salary of $300 by Y, or an aggregate com¬ 
pensation of $500 for the month. In such case X pays two- 
fifths of A’s aggregate compensation and Y pays three-fifths. 
X. therefore, is liable for the employers’ tax with respect to 
two-fifths of $300. or $120, and Y is liable for the employers’ 
tax with respect to three-fifths of $300, or $180. 

Art. 302. Rates and computation of employers ' tax. —The 
rates of employers’ tax applicable for the respective calendar 
years are as follows: 

Per cent 

For the calendar years 1937, 1938. 1939- 2% 

For the calendar years 1940, 1941, 1942-3 

For the calendar years 1943, 1944, 1945- 3 y 4 

For the calendar years 1946, 1947. 1948- 3Va 

For the calendar year 1949 and subsequent calendar years-3% 

The employers’ tax is computed by applying to the amount 
of compensation with respect to which the employers' tax 
is imposed the rate in effect at the time of the performance 
of the services for which the compensation was paid. 

CHAPTER IV—EMPLOYEE REPRESENTATIVES' TAX 
Section 5 of the Act 

In addition to other taxes, there shall be levied, collected, and 
paid upon the income of each employee representative a tax equal 
to the following percentages of so much of the compensation of such 
employee representative as Is not in excess of $300 for any calendar 
month, earned by him after December 31. 1936: 

1. With respect to compensation earned during the calendar years 
1937, 1938, and 1939, the rate shaU be 6*4 per centum; 

2. With respect to compensation earned during the calendar years 
1940, 1941, and 1942, the rate shall be 6 per centum; 

3. With respect to compensation earned during the calendar years 
1943, 1944. and 1945. the rate shaU be 6Vfc per centum; 

4. With respect to compensation earned during the calendar years 
1946. 1947. and 1948. the rate shall be 7 per centum; 

5. With respect to compensation earned after December 31. 1948, 
the rate shaU be 7*/ 2 per centum. 

The compensation of an employee representative for the pur¬ 
pose of ascertaining the tax thereon shall be determined In the 
same manner and with the same effect as If the employee organiza¬ 
tion by which such employee representative is empoyed were an 
employer as defined in section 1 (a) of this Act. 

Art. 401. Measure of employee representatives* tax .—The 
employee representatives’ tax is measured by so much of the 
compensation earned by an individual for services rendered 
on and after January 1, 1937, as an employee representative, 
as does not exceed $300 for any calendar month. (See articles 
5, 6, and 7, relating to compensation.) 

Art. 402. Rates and computation of employee representa¬ 
tives ' tax. —The rates of employee representatives’ tax appli¬ 
cable for the respective calendar years are as follows: 

Per cent 


For the calendar years 1937. 1938. 1939_ 

For the calendar years 1940. 1941. 1942_ 6 

For the calendar years 1943, 1944, 1945_ 6% 

For the calendar years 1946. 1947. 1948_ 7 

For the calendar year 1949 and subsequent calendar years_ iy 2 


The employee representatives’ tax is computed by apply¬ 
ing to the amount of compensation with respect to which 
the employee representatives’ tax is imposed the rate in 
effect at the time of the performance of the services for 
which the compensation was earned. 

CHAPTER V—RETURNS AND PAYMENT OF TAX 
Section 7 (a), (b), (c), and (d) of the Act 

(a) The taxes Imposed by this Act shall be collected by the 
Bureau of Internal Revenue and shall be paid Into the Treasury of 
the United States as internal-revenue coUectlons. 

(b) The taxes Imposed by this Act shall be collected and paid 
quarterly or at such other times and In such manner and under 
such conditions not inconsistent with this Act as may be pre¬ 
scribed by the Commissioner of Internal Revenue with the ap¬ 
proval of the Secretary of the Treasury. If a tax Imposed by this 
Act is not paid when due, there shall be added as part of the tax 
(except in the case of adjustments made In accordance with the 
provisions of this Act) Interest at the rate of 6 per centum per 
^nnum from the date the tax became due untU paid. 

(c) All provisions of law. Including penalties, applicable with 
respect to any tax imposed by section 600 or section 800 of the 
Revenue Act of 1926, and the provisions of section 607 of the Reve¬ 
nue Act of 1934. insofar as applicable and not inconsistent with 
the provisions of this Act, shall be applicable with respect to the 
taxes imposed by this Act. 


(d) In the payment of any tax under this Act, a fractional part 
of a cent shall be disregarded unless it amounts to one-half cent 
or more. In which case It shall be Increased to 1 cent. 

Section 602 of the Revenue Act of 1926. Made Applicable by 
Section 7 (c) of the Act 

Every person liable for any tax • • • shall make • • • 
returns under oath • • • and pay the taxes • • • to 
the collector for the district in which is located the principal place 
of business. Such returns shall contain such information and be 
made at such times and in such manner as the Commissioner, 
with the approval of the Secretary, may by regulations prescribe. 

The tax shall, without assessment by the Commissioner or notice 
from the collector, be due and payable to the collector at the time 
so fixed for filing the return. • • • 

Section 1102 of the Revenue Act of 1926, Made Applicable by 
Section 7 (c) of the Act 

(a) Every person liable to any tax imposed by this Act, or for 
the collection thereof, shall keep such records, render under oath 
such statements, make such returns, and comply with such rules 
and regulations, as the Commissioner, with the approval of the 
Secretary, may from time to time prescribe. 

(b) Whenever in the Judgment of the Commissioner necessary 
he may require any person, by notice served upon him, to make 
a return, render under oath such statements, or keep such records 
as the Commissioner deems sufficient to show whether or not such 
person is liable to tax. 

(c) The Commissioner, with the approval of the Secretary, may 
by regulation prescribe that any return required by any Internal 
revenue law (except returns required under Income or estate tax 
laws) to be under oath may. If the amount of the tax covered 
thereby is not In excess of $10, be signed or acknowledged before 
two witnesses Instead of under oath. 

(d) Any oath or affirmation required by the provisions of this 
Act or regulations made under authority thereof may be admin¬ 
istered by any officer authorized to administer oaths for general 
purposes by the law of the United States or of any State. Terri¬ 
tory. or possession of the United States, wherein such oath or 
affirmation is administered, or by any consular officer of the 
United States. 

Section 3135 of the United States Revised Statutes, as Amended 

Every collector, deputy collector, internal-revenue agent, and 
interna 1-revenue officer assigned to duty under an Internal-revenue 
agent. Is authorized to administer oaths and to take evidence 
touching any part of the administration of the internal-revenue 
laws with which he Is charged, or where such oaths and evidence 
are authorized by law or regulation authorized by law to be taken. 

Section 3176 of the United States Revised Statutes, as Amended 

by Section 1103 of the Revenue Act of 1926 and Section 619 

(d) of the Revenue Act of 1928 

If any person, corporation, company, or association fails to make 
and file a return or list at the time prescribed by law or by regu¬ 
lation made under authority of law, or makes, willfully or other¬ 
wise. a false or fraudulent return or list, the collector or deputy 
collector shall make the return or list from his own knowledge 
and from such information as he can obtain through testimony 
or otherwise. In any such case the Commissioner of Internal 
Revenue may, from his own knowledge and from such Informa¬ 
tion as he can obtain through testimony or otherwise, make a 
return or amend any return made by a collector or deputy col¬ 
lector. Any return or list so made and subscribed by the Com¬ 
missioner. or by a collector or deputy collector and approved by 
the Commissioner, shall be prima facie good and sufficient for all 
legal purposes. • • • 

Art. 501. Initial and quarterly returns of tax. — (a) Gen¬ 
eral. —For the period beginning January 1, 1937. and ending 
September 30, 1937, and for each subsequent period of three 
calendar months ending December 31, March 31, June 30, 
and September 30. each employer shall prepare a return of 
tax, in quadruplicate, on Form CT-1 and each employee 
representative shall prepare a return of tax, in quadruplicate, 
on Form CT-2. Each employer and employee representative 
Is required to file his own return. Consolidated returns of 
parent and subsidiary corporations are not permitted. 

<b) Returns of employers required by State law to pay 
compensation on weekly basis. —If any employer is required 
by the laws of any State to pay compensation weekly, the 
return of tax with respect to such compensation may. at 
the election of such employer, cover all pay-roll weeks which, 
or the major part of which, fall within the period for which 
a return of tax is required by paragraph (a) above. This 
provision shall not apply, however, to any pay-roll week 
which falls in two calendar years. Any employer who elects 
to file a return as provided in this paragraph shall notify 
the Commissioner in writing of such election and shall in¬ 
clude therein a statement setting forth the facts which 
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entitle him to make the election. Such notice shall be in 
duplicate and shall be attached to the return for the first 
period to which such election applies. Any election so made 
shall be binding upon the taxpayer with respect to all re¬ 
turns subsequently made by him until the Commissioner 
authorizes or directs the taxpayer to make a return on a 
different basis. For the purpose of determining the time 
when compensation is paid in accordance with article 8 (3), 
and of determining the due date of a return in accordance 
with article 505, the calendar month following the period 
covered by the return of an employer making such election 
is the same calendar month which would be determinative 
for such purposes if the employer had not made the election. 

Example: Employer A is required by State law to pay his 
employees within six days after the compensation is earned. 
In compliance with the State law. Employer A. for services 
rendered to him for the period September 27 to October 2, 
1937, pays his employees on the last-named date. Septem¬ 
ber. 1937, is the last month of a period for which a return 
of tax is required to be filed. Employer A may elect to in¬ 
clude in the return required under paragraph (a) of this 
article for the period January 1 to September 30, 1937, the 
compensation paid to his employees for the week of Sep¬ 
tember 27 to October 2, 1937, inclusive, although the com¬ 
pensation for October 1 and 2 falls within another period 
for which a return is required under paragraph (a) of this 
article. If, in this example, the pay-roll week ended on 
October 5, 1937, the compensation paid for the pay-roll week 
September 29 to October 5 would be included in the return 
period in which October falls although the compensation 
earned for September 29 and 30 fell in a prior return period 
under the general rule. 

Art. 502. Final returns .—The last return on Form CT-1 
for any person who ceases to be an employer, shall be 
marked “Final return.” Such return shall be filed with the 
collector on or before the thirtieth day after the date of the 
final payment of compensation with respect to which the tax 
is imposed. The period covered by each such return shall 
be plainly written on the return, indicating the date of the 
final payment of compensation. 

The last return on Form CT-2 for any person who ceases 
to be an employee representative shall be marked “Final 
return.” 

There shall be executed as part of each final return a 
statement giving the address at which the records required 
by article 806 will be kept and the name of the person keep¬ 
ing the records. 

Art. 503. Execution of returns .—Each return on Form CT-1 
shall be signed and (except as provided in this article) veri¬ 
fied under oath or affirmation by (1) the individual, if the 
employer is an individual; (2) the president, vice president, 
or other principal officer, if the employer is a corporation; 
or (3) a responsible and duly authorized member or officer 
having knowledge of its affairs, if the employer is a partner¬ 
ship or other unincorporated organization. Each return on 
Form CT-2 shall be signed and (except as provided in this 
article) verified under oath or affirmation by the employee 
representative. 

The oath or affirmation may be administered by any officer 
duly authorized to administer oaths for general purposes 
by the law of the United States or of any State or Territory, 
wherein such oath is administered, or by a consular officer 
of the United States. Returns executed abroad may be at¬ 
tested free of charge before a United States consular officer. 
If a foreign notary or other official having no seal acts as 
attesting officer, the authority of such attesting officer should 
be certified to by some judicial officer or other proper officer 
having knowledge of the appointment and official character 
of the attesting officer. If the tax shown to be payable by any 
return is $10 or less, the return may be signed or acknowl¬ 
edged before two witnesses instead of under oath. 

Art. 504. Use of prescribed forms .—Each return, together 
with any prescribed copies and supporting data, shall be 
filled out in accordance with the instructions contained 
thereon and the regulations applicable thereto. The pre¬ 
scribed forms may be obtained from collectors. A taxpayer 


will not be excused from making a return for the reason 
that no form has been furnished to him. Application should 
be made to the collector for the prescribed forms in ample 
time to have the return prepared, verified, and filed with the 
collector on or before the due date. Returns shall be care¬ 
fully prepared so as fully and clearly to set forth the data 
therein called for. Returns which have not been so prepared 
will not be accepted as meeting the requirements of the Act. 
In case the prescribed form is not available, a statement 
made by the taxpayer disclosing for the period for which a 
return is required the amount of compensation with respect 
to which the tax is imposed, together with the amount of tax 
due, may be accepted as a tentative return. If filed within 
the prescribed time the statement so made will relieve the 
taxpayer from liability to the penalty imposed for the de¬ 
linquent filing of the return by section 3176 of the United 
States Revised Statutes, as amended, and section 406 of the 
Revenue Act of 1935 (see article 805), provided that without 
unnecessary delay such tentative return is supplemented by 
a return made on the proper form. 

Art. 505. Place and time for filing returns .—Each return 
on Form CT-1 shall be filed with the collector for the dis¬ 
trict in which is located the principal place of business of the 
employer. Each return on Form CT-2 shAll be filed with 
the collector for the district in which is located the legal 
residence or principal place of business of the employee 
representative. If the employer has no principal place of 
business in the United States or if the employee representa¬ 
tive has no legal residence or principal place of business in 
the United States, the return shall be filed with the collector 
at Baltimore, Md. 

The return for the period January 1, 1937, to September 
30, 1937, inclusive, shall be filed on or before November 30, 
1937, and the return for each quarterly period thereafter 
shall be filed on or before the last day of the calendar month 
following the period for which it is made. If such last day 
falls on Sunday or a legal holiday, the return may be filed 
on the next following business day. If placed in the mails, 
the return shall be posted in ample time to reach the collec¬ 
tor’s office, under ordinary handling of the mails, on or before 
the date on which the return is required to be filed. As to 
additions to the tax in the case of failure to file the return 
within the prescribed time, see article 805. 

Art. 506. Payment of tax .—The tax required to be re¬ 
ported on any return is due and payable to the collector 
without assessment by the Commissioner or notice by the 
collector, at the time fixed for filing the return. For provi¬ 
sions relating to interest, see article 803, and for provisions 
relating to penalties, see articles 804 and 805; also section 
1114 of the Revenue Act of 1926, made applicable by section 
7 (c) of the Act (see page 37). 

Art. 507. When fractional part of cent may be disre¬ 
garded .—In the payment of taxes to the collector a fractional 
part of a cent shall be disregarded unless it amounts to 
one-half cent or more, in which case it shall be increased to 
1 cent. Fractional parts of a cent shall not be disregarded 
in the computation of taxes. See article 203 (c) for provi¬ 
sions relative to fractional parts of a cent in connection 
with the deduction of employees’ tax from compensation. 

CHAPTER VI—ADJUSTMENT OF EMPLOYEES’ TAX AND EMPLOYERS’ 

TAX 

Section 2 (c) of the Act 

(c) If more or less than the correct amount of tax imposed by 
this section is paid with respect to any compensation payment, 
then, under regulations made under this Act by the Commissioner 
of Internal Revenue, with the approval of the Secretary of the 
Treasury, proper adjustments, with respect both to the tax and 
the amount to be deducted, shall be made, without interest, in 
connection with subsequent compensation payments to the same 
employee by the same employer. 

Section 3 (b) of the Act 

(b) If more or less than the correct amount of the tax imposed 
by this section is paid with respect to any compensation payment, 
then, under regulations made by the Commissioner of Internal 
Revenue, with the approval of the Secretary of the Treasury, proper 
adjustments with respect to the tax shall be made, without interest, 
in connection with subsequent excise-tax payments made by the 
same employer. 
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Art. 601. Adjustments in general. —Sections 2 (c) and 3 
(b) of the Act provide in certain cases for the adjustment of 
errors in the payment of employees’ tax and employers’ tax 
without the formality of a claim being filed for refund or 
credit of an overpayment or without formal demand being 
made by the collector for payment of any additional amount 
due by reason of an underpayment. Not all corrections of 
erroneous collections or payments of tax, however, constitute 
“adjustments” within the meaning of the Act and these regu¬ 
lations. The various situations under which such adjust¬ 
ments shall be made are set forth in articles 602 and 603. 
Such articles also contain provisions relating to settlement 
other than by adjustment under certain circumstances set 
forth therein. Chapter VII deals further with settlement 
other than by adjustment. If an employer makes an er¬ 
roneous collection of employees' tax from two or more of 
his employees, a separate adjustment must be made with 
respect to each employee. Thus, an overcollection of em¬ 
ployees’ tax from one employee may not be used to ofTset an 
undercollection of such tax from another. No interest shall 
be allowed or collected with respect to any erroneous collec¬ 
tion or payment adjusted pursuant to article 602 or 603. 

Art. 602. Adjustment of employees’ tax. —(a) Under collec¬ 
tions. —(1) Prior to filing of return. —If no employees’ tax or 
less than the correct amount of employees’ tax is deducted 
from any payment of compensation to an employee and the 
error is discovered prior to the time the return of tax with 
respect to such compensation is filed with the collector, the 
employer shall nevertheless report on such return and pay 
to the collector the correct amount of employees’ tax. While, 
in such case, the employer may reimburse himself by deduc¬ 
tions from subsequent remuneration of the employee, such 
deductions do not constitute adjustments within the meaning 
of this article, and shall not be reported as adjustments on 
any return. 

(2) After return is filed. —If no employees' tax or less than 
the correct amount of employees’ tax is deducted from any 
payment of compensation to an employee, and the correct 
amount of such tax is not reported and paid pursuant to 
paragraph (1), the employer shall adjust the undercollec¬ 
tion by deducting the amount thereof from the first pay¬ 
ment of compensation made to such employee after the error 
is discovered. Amounts so deducted shall be reported as 
adjustments on the return for the quarter in which deducted. 
The undercollection shall be deducted from such first pay¬ 
ment of compensation in addition to the employees’ tax im¬ 
posed with respect to such compensation. If the individual 
whose employees’ tax was undercollected leaves the employ 
of the employer who failed to make the deduction and is 
entitled to no further remuneration from such employer, the 
undercollection is not adjustable under this article. In such 
case if the undercollection has not been reported and paid 
pursuant to paragraph (1), the employer shall report and 
pay the tax with the next quarterly return filed after dis¬ 
covery of the error. No undercollection of employees’ tax 
shall be adjusted after receipt from the collector of formal 
notice and demand for payment thereof based upon assess¬ 
ment approved by the Commissioner, but the amount shall be 
paid pursuant to such notice and demand. While in such 
case the employer may reimburse himself by deductions from 
remuneration of the employee, such deductions do not con¬ 
stitute adjustments within the meaning of this article and 
shall not be reported as adjustments on any return. 

<b) Over collections. —(I) Prior to filing of return. —If an 
employer (A) collects more than the correct amount of em¬ 
ployees’ tax from any employee with respect to any quar¬ 
terly period, and <B) reimburses the employee in the amount 
of the overcollection prior to the time the return for such 
period is filed with the collector, then the employer shall not 
report or pay to the collector the amount of the overcollec¬ 
tion. Such reimbursement does not constitute an adjust¬ 
ment within the meaning of this article and shall not be 
reported as an adjustment on any return. However, every 
overcollection not repaid to the employee as provided in this 
paragraph must be reported and paid to the collector with 
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the return for the quarter in which the overcollection took 
place. 

(2) After return is filed .—If an employer collects from 
any employee and pays to the collector more than the cor¬ 
rect amount of employees’ tax, the employer shall adjust 
the overcollection when the first payment of compensation 
is made to the employee after discovery of the error. The 
adjustment shall be made by applying the overcollection 
against the employees’ tax which is imposed with respect 
to such first payment of compensation, and by deducting the 
remainder, if any. of the tax from such compensation. In 
case the overcollection is greater in amount than the em¬ 
ployees* tax imposed with respect to such first payment of 
compensation, the balance shall be applied against the em¬ 
ployees' tax imposed with respect to the next consecutive 
payments of compensation until the adjustment is com¬ 
pleted. No adjustment shall be made under this paragraph 
after the expiration of four years after the overcollection 
was paid to the collector. A claim for credit or refund (in 
accordance with articles 701 and 702) may be filed within 
such 4-year period for such part of any overcollection as 
can not be adjusted within such period. After the employee 
leaves the employ of the employer who made an overcollec¬ 
tion and is entitled to no further compensation from such 
employer, adjustments under this article are not permitted. 
In such case the employer may pay the amount of the 
overcollection, or such part thereof as remains unadjusted 
under this article, to the employee, and file a claim for 
credit or refund in accordance with articles 701 and 702. 
In lieu of paying such amount prior to filing a claim, the 
employer may obtain the employee’s written consent to 
allowance of the claim. 

Art. 603. Adjustment of employers* tax .—(a) Underpay¬ 
ments. —If no employers’ tax or less than the correct amount 
of employers’ tax is paid with respect to any payment of 
compensation, the employer shall adjust the error by (1) re¬ 
porting the additional amount due by reason of the under¬ 
payment as additional tax on his next return filed after the 
discovery of the error and (2) paying the amount thereof to 
the collector at the time such return is filed. However, no 
underpayment shall be adjusted under this article after re¬ 
ceipt from the collector of formal notice and demand for 
payment thereof based upon an assessment approved by the 
Commissioner, but the amount thereof shall be paid to 
the collector pursuant to such notice and demand. 

(b) Overpayments. —If an employer pays more than the 
correct amount of employers’ tax, the employer shall adjust 
the error by applying the excess payment as a credit 
against the tax due upon his next return filed after the 
discovery of the error. No overpayment shall be adjusted 
under this article after the expiration of four years after 
the date the overpayment was made to the collector. 

CHAPTER vn- CREDITS AND REFUNDS 

Section 4 op the Act 

If more • • • than the correct amount of the tax Imposed 

by section 2 (a) or 3 (a) of this Act Is paid or deducted with re¬ 
spect to any compensation payment and the overpayment • • • 

of the tax cannot be adjusted under section 2 (c) or 3 (b). the 
amount of the overpayment shall be refunded • • • in such 
manner and at such times (subject to the statute of limitations 
properly applicable thereto) as may be prescribed by regulations 
under this Act as made by the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury. 

Section 1120 or the Revenue Act op 1926, Made Applicable by 
Section 7 (c) of the Act 

In the case of any overpayment or overcollection of any tax im¬ 
posed by Title • * • VI. the person making such overpayment 

or overcollection may take credit therefor against taxes due upon 
any • • • return, and shall make refund of any excessive 

amount collected by him upon proper application by the person 
entitled thereto. 

Section 3220 of United States Revised Statutes, as Amended by 

Section 1111 of the Revenue Act of 1926 and Section 619 (b) 

of the Revenue Act of 1928 

Except as otherwise provided ♦ • • the Commissioner of 

Internal Revenue, subject to regulations prescribed by the Secre¬ 
tary of the Treasury, is authorized to remit, refund, and pay back 
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all taxes erroneously or Illegally assessed or collected, all penalties 
collected without authority, and all taxes that appear to be un¬ 
justly assessed or excessive In amount, or In any manner wrong¬ 
fully collected; • • •. 

Section 3228 (a) or United States Revised Statutes, as Amended 

by Section 1112 or the Revenue Act or 1926 and Section 619 

(c) or the Revenue Act op 1928 and Section 1106 op the 

Revenue Act of 1932 

(a) All claims for the refunding or crediting of any Internal- 

revenue tax alleged to have been erroneously or illegally assessed 
or collected, or of any penalty alleged to have been collected with¬ 
out authority, or of any sum alleged to have been excessive or in 
any manner wrongfully collected must • • • be presented to 

the Commissioner of Internal Revenue within four years next 
after the payment of such tax. penalty, or sum. The amount of 
the refund • • • shall not exceed the portion of the tax, 

penalty, or sum paid during the four years immediately preceding 
the filing of the claim, or if no claim was filed, then during the 
four years immediately preceding the allowance of the refund. 

Section 3477 of United States Revised Statutes 

All transfers and assignments made of any claim upon the 
United Slates, or of any part or share thereof, or interest there¬ 
in. whether absolute or conditional, and whatever may be the con¬ 
sideration therefor, and all powers of attorney, orders, or other 
authorities for receiving payment of any such claim, or of any 
part or share thereof, shall be absolutely null and void, unless they 
are freely made and executed in the presence of at least two at¬ 
testing witnesses, after the allowance of such a claim, the ascer¬ 
tainment of the amount due, and the issuing of a warrant for the 
payment thereof. Such transfers, assignments, and powers of at¬ 
torney. must recite the warrant for payment, and must be ac¬ 
knowledged by the person making them, before an officer having 
authority to take acknowledgments of deeds, and shall be certi¬ 
fied by the officer; and it must appear by the certificate that the 
officer, at the time of the acknowledgment, read and fully ex¬ 
plained the transfer, assignment, or warrant of attorney to the 
person acknowledging the same. 

Art. 701. Credit or refund in general.— (a) A claim for 
credit or refund shall be made on Form 843 in accordance 
with the instructions printed on such form and in accord¬ 
ance with these regulations. It should be clearly indicated 
on the form whether the claim is for credit or refund. Each 
claim for credit must be attached to the return on which 
the credit is claimed. The prescribed form may be obtained 
from any collector. There shall be set forth under oath all 
grounds in detail and all facts alleged in support of the 
claim including the amount and date of each payment to the 
collector of the tax for which credit or refund is claimed, 
the name and address of the person who paid the tax to the 
collector, and the period covered by the return on which 
such tax was reported. 

(b) If any tax is paid by or on behalf of an individual 
who thereafter dies and a claim for refund or credit is filed 
by a legal representative of the deceased, certified copies of 
the letters testamentary, letters of administration, or other 
similar evidence shall be annexed to the claim, to show the 
authority of the executor, administrator, or other fiduciary 
by whom the claim is filed. If an executor, administrator, 
guardian, trustee, receiver, or other fiduciary pays any tax 
and thereafter a claim for refund or credit is filed by the 
same fiduciary, documentary evidence to establish the legal 
authority of the fiduciary need not accompany the claim, 
provided a statement is made in the claim showing that the 
tax was paid by the fiduciary and that the latter is still 
acting. In such cases, if a refund or interest is to be paid, 
letters testamentary, letters of administration, or other 
evidence may be required, but should be submitted only upon 
the receipt of a specific request therefor. If a claim is filed 
by a fiduciary other than the one by whom the tax was paid, 
the necessary documentary evidence shall accompany the 
claim. The affidavit on the claim form may be made by 
the agent of the person assessed, but in such case a power 
of attorney shall accompany the claim. 

(c) No credit or refund will be allowed for any tax (in¬ 
cluding interest or penalty, if any) which has been errone¬ 
ously. illegally, or otherwise wrongfully collected, after the 
expiration of four years after the payment to the collector 
of tax, penalty, or interest, except upon one or more of the 
grounds set forth in a claim filed prior to the expiration 
of such 4-year period. 

Art. 702. Credit or refund of overpayments of tax under 
this Act which are ?iot adjustable .—(a) If more than the 


correct amount of tax (including interest or penalty, if any) 
is paid to the collector and if the overpayment can not be 
adjusted pursuant to article 602 or 603, the person paying 
such tax to the collector may take a credit for such over¬ 
payment upon any return of tax subsequently filed or may 
file a claim for refund of such overpayment. In case a 
credit is taken under this article, a claim on Form 843 is not 
required, but the return on which such credit is taken shall 
have securely attached thereto a statement under oath, 
setting forth in detail the grounds and facts relied upon in 
support of the credit. 

(b) In case a credit is taken on any return or a claim Is 
filed by an employer for refund of employees* tax as pro¬ 
vided by paragraph (a), the employer shall attach to the 
return on which a credit is taken, or shall include in the 
claim, a statement that he has repaid the tax to the em¬ 
ployee or has secured the written consent of such employee 
to allowance of the refund or credit. In every such case 
the employer shall keep as part of his records the written 
receipt of the employee acknowledging payment or the writ¬ 
ten consent of the employee, whichever is used in support 
of the credit or refund. 

(c) If (1) more than the correct amount of employees’ 
tax is collected by an employer from an employee and paid 
to the collector; and (2) the employee leaves the employ 
of such employer; and (3) the employee does not receive 
reimbursement by way of adjustment or otherwise from such 
employer and does not authorize the employer to file a claim 
and receive refund or credit, then such employee may file 
a claim for a refund of such overpayment. (For claims 
filed by a legal representative, see article 701 (b).) 

(d) In case a claim for refund is filed by an employee as 
provided by paragraph (c), the claimant shall attach to the 
claim a statement of a responsible officer of the employer 
giving the complete details of the overcollection, including 
the date and amount and a statement by such officer showing 
that the employer has not reimbursed the employee in the 
amount of the overcollection and showing the amount. If 
any, of any credit or refund of such overcollection claimed 
or to be claimed by such employer. 

Section 7 (e) of the Act 

(c) Any tax paid under this Act by a taxpayer with respect to 
any period with respect to which he Is not liable to tax under this 
Act shall be credited against the tax, If any. Imposed by title VErt 
of the Social Security Act upon such taxpayer, and the balance, if 
any. shall be refunded. Any tax paid under title VIII of the 
Social Security Act by a taxpayer with respect to any period with 
respect to which he is not liable to tax under such title VIII shall 
be credited against the tax, If any. Imposed by this Act upon such 
taxpayer, and the balance, If any. shall be refunded. 

Section 9 (a) of the Act 

(a) The term "employment", as defined in subsection (b) of 
section 811 of title vm of the Social Security Act, shall not 
include service performed by an Individual as an employee as 
defined in section 1 (b) or service performed as an employee 
representative as defined In section 1 (c). 

Art. 703. Credit and refund of taxes paid under Title VIII 
of the Social Security Act for period during which liability 
existed under this Act.—II any person pays any tax imposed 
by Title VTH of the Social Security Act with respect to any 
period for which he was not liable for such tax but was liable 
with respect to such period for a tax imposed under the Car¬ 
riers Taxing Act of 1937. the amount paid as tax under Title 
VUE of the Social Security Act shall be credited against the 
amount of tax for which such person is liable under the 
Carriers Taxing Act of 1937 and the balance, if any, shall 
be refunded. Each person claiming a credit or refund of any 
such tax shall file a claim in accordance with article 701. 

Art. 704. Credit and refund of taxes paid under this Act 
for period during which liability existed under Title VIII of 
the Social Security Act.—If any person pays any tax im¬ 
posed by this Act with respect to any period for which he was 
not liable for such tax but was liable with respect to such 
period for a tax imposed under Title VHI of the Social 
Security Act. the amount paid as tax under this Act shall 
be credited against the tax for which such person is liable 
under Title vm of the Social Security Act and the balance, 
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if any, shall be refunded. Each person claiming any such 
refund shall file a claim therefor in accordance with article 
701. 

Section 11 of the Act 

The provisions of this Act are in substitution for the provisions 
of the Act of August 29. 1935, as amended, entitled “An Act to 
levy an excise tax upon carriers and an income tax upon their 
employees, and for other purposes’*, which is hereby repealed. All 
moneys payable as and for taxes under such Act of August 29. 
1935. and not heretofore paid shall cease to be payable and all 
proceedings pending for the recovery of any such moneys shaU be 
terminated. All sums paid Into the Treasury of the United States 
as and for taxes under such Act shall be refunded, except so much 
of the stuns so paid as and for taxes with respect to compensation 
earned after December 31. 1936, as equals the taxes Imposed by this 
Act with respect to the same persons and the same period, and 
the sums not required to be so refunded shall be retained In the 
Treasury of the United States and credited on taxes due and 
payable under this Act. All sums deducted by employers from the 
compensation of employees as and for taxes under such Act of 
August 29, 1935, which have not been paid into the Treasury of 
the United States shall be repaid by such employers to such em¬ 
ployees. except so much of the sums so deducted as and for taxes 
in respect of compensation earned after December 31, 1936, as 
equals the taxes imposed and required to be deducted by this Act 
with respect to the same persons and the same period, and the 
sums not required to be so repaid shall be paid into the Treasury 
of the.United States and thereupon shall be credited on taxes due 
and payable under this Act. No interest shall be allowed or paid 
with respect to any sum refunded, credited, or repaid under the 
provisions of this section. 

Art. 705. Credit and refund of taxes imposed under the Act 
of August 29, 1935, which were paid to the collector. — (a) 
General .—Every claim for refund or credit under the provi¬ 
sions of this article shall be made on Form 843 in accordance 
with the provisions of this article and article 701. A claim 
which does not comply with these requirements will not be 
considered for any purpose as a claim for refund or credit. 
No interest shall be allowed with respect to any refunds or 
credits provided for by this article. 

(b) Representatives' tax. —Every individual who as a repre¬ 
sentative, as defined in section 1 (b) of the Act of August 29. 

1935. paid to the collector any representatives’ tax under such 
Act with respect to remuneration earned prior to January 1, 
1937, may obtain a refund of the amount of such tax. Every 
individual who as a representative, as defined in section 1 (b) 
of the Act of August 29, 1935, paid to the collector any repre¬ 
sentatives’ tax under such Act with respect to remuneration 
earned during the period January 1. 1937. to June 28, 1937, 
inclusive, may obtain a refund of the amount of such tax if 
he establishes to the satisfaction of the Commissioner that 
the employees* tax or employee representatives’ tax for such 
period, if any, for which he is liable under the Carriers Taxing 
Act of 1937 has been paid to the collector. If the employees’ 
tax or the employee representatives’ tax for which an indi¬ 
vidual is liable under the Carriers Taxing Act of 1937 for the 
period January 1, 1937. to June 28, 1937, inclusive, has not 
been paid, then so much of the representatives’ tax paid by 
such individual under the Act of August 29, 1935, with respect 
to remuneration earned during such period as is not in excess 
of the tax for which the individual is liable under the Carriers 
Taxing Act of 1937 for the same period shall be credited 
against such tax under the Carriers Taxing Act of 1937. Such 
individual may obtain a refund of so much of the tax paid 
under the Act of August 29. 1935, as is in excess of the amount 
credited against his liability under the Carriers Taxing Act of 
1937. Any person claiming a refund or crediting any amount 
under this paragraph shall file a claim in accordance with 
paragraph (a) of this article. 

(c) Carriers ’ tax for period March 2, 1936, to December 31, 

1936. — Every carrier, as defined in section 1 (a) of the Act 
of August 29, 1935, which paid any carriers’ tax imposed by 
that Act with respect to remuneration earned prior to Janu¬ 
ary 1. 1937, may obtain a refund of such tax, or may obtain. 
a credit for the amount thereof against the employers’ tax 
imposed upon such carrier as an employer under the Carriers 
Taxing Act of 1937. by filing a claim pursuant to paragraph 
(a) of this article. 

(d) Carriers' tax for period January 1, 1937, to June 28, 

1937. —Every carrier as defined in section 1 (a) of the Act of 


August 29. 1935, which paid any carriers’ tax imposed by that 
Act with respect to remuneration earned during the period 
January 1, 1937, to June 28, 1937, inclusive, shall credit 
against the amount of the employers’ tax imposed for the 
same period upon. such carrier as an employer under the 
Carriers Taxing Act of 1937, an equal amount of carriers* 
tax so paid under the Act of August 29, 1935. Each carrier 
required to credit any such tax shall file a claim therefor in 
accordance with paragraph (a) of this article. The carrier 
may obtain a refund of any balance of the carriers’ tax paid 
under the Act of August 29. 1935, which remains after the 
allowance of the foregoing credit, or may obtain a credit for 
the amount of such balance against its employers’ tax for 
any period subsequent to June 28, 1937, by filing a claim 
pursuant to paragraph <a) of this article. 

(e) Employees' tax for period March 2. 1936, to December 
31, 1936 .—Every carrier as defined in section 1 (a) of the 
Act of August 29, 1935, which paid to the collector any em¬ 
ployees’ tax imposed by that Act upon its employees with 
respect to remuneration earned prior to January 1. 1937. may 
obtain a refund of such tax, or may obtain a credit for the 
amount thereof against the employees’ tax imposed under the 
Carriers Taxing Act of 1937, by filing a claim pursuant to 
paragraphs (a) and (g) of this article. 

(/) Employees' tax for period January 1, 1937, to June 28, 
1937 .—Every carrier as defined in section 1 (a) of the Act 
of August 29, 1935, which paid to the collector any employees* 
tax imposed by that Act upon its employees with respect to 
remuneration earned during the period January 1. 1937. to 
June 28, 1937, inclusive, shall credit against the amount of 
employees’ tax imposed for the same period upon the same 
employees by the Carriers Taxing Act of 1937, an equal 
amount of the employees’ tax so paid with respect to such 
employees, under the Act of August 29, 1935. Each carrier 
required to credit the amount of any such tax shall file a 
claim covering the amount thereof in accordance with para¬ 
graphs <a) and <g) of this article. The carrier may obtain 
a refund of any balance of employees’ tax paid under the 
Act of August 29, 1935, which remains after the allowance of 
the foregoing credit, or may obtain a credit for the amount 
of such balance against the employees* tax imposed for any 
period subsequent to June 28. 1937, by filing a claim pursuant 
to paragraphs <a) and < g ) of this article. 

( g ) Statements required in connection with claims for 
refund or credit of employees' tax. —(1) Every carrier as de¬ 
fined in section 1 (a) of the Act of August 29, 1935, which files 
a claim for refund or credit of any employees’ tax paid under 
such Act shall include in the claim a statement that it has 
either repaid the tax to the employee and has the employee’s 
written receipt acknowledging payment, or has secured the 
written consent of the employee to allowance of the claim. 
If the claim is made with respect to a deceased employee, the 
carrier shall set out in such statement that he has repaid 
the tax to the legal representative of the deceased employee 
and lias such representative’s written receipt acknowledging 
payment, or has secured his written consent to allowance of 
the claim. (See article 806 (e).) 

(2) If any individual whose employees’ tax was paid to 
the collector under the Act of August 29, 1935. desires to file 
a claim for refund, there shall be attached to such claim 
a statement of a responsible officer of the carrier which em¬ 
ployed him showing the amount, if any. of any credit taken 
or to be taken by such carrier against any employees’ tax 
imposed by the Carriers Taxing Act of 1937 upon such em¬ 
ployee. If the claim for such refund is filed by the legal 
representative of a deceased individual, there shall be at¬ 
tached thereto a statement of a responsible officer of the 
carrier showing the amount, if any, of any credits taken or 
to be taken by such carrier against any employees’ tax im¬ 
posed by the Carriers Taxing Act of 1937 upon such deceased 
individual, and the evidence required by article 701 <b) of his 
authority to act as such legal representative. 

Art. 706. Employees * tax deducted from remuneration 
under the Act of August 29. 1935, and not paid to collector .— 
(a) For period March 2, 1936, to December 31, 1936 .—Every 
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carrier, as defined in section 1 (a) of the Act of August 29, 
1935, which deducted the employees’ tax imposed by such 
Act from remuneration earned by any individual prior to 
January 1, 1937, and which has not paid such tax to the 
collector, shall repay the tax to the individual from whom 
collected (or in the case of a deceased individual, to his 
legal representative). Each such carrier shall maintain 
records showing the amount of the tax thus repaid and the 
dates on which such amounts were repaid. 

(b) For period subsequent to December 31, 1936. —(1) 
Every carrier, as defined in section 1 (a) of the Act of August 
29, 1935, which deducted the employees’ tax imposed by such 
Act from remuneration earned by any individual during any 
period subsequent to December 31, 1936, and which has not 
paid such tax to the collector, shall repay to the individual 
from whom collected (or in the case of a deceased individual, 
to his legal representative), any amount of such tax in ex¬ 
cess of the employees’ tax imposed by the Carriers Taxing 
Act of 1937 upon such individual for the same period. Each 
such carrier shall maintain records showing the amount of 
the tax thus repaid and the dates on which such amounts 
were repaid. 

(2) So much of the sums not paid to the collector, which 
were deducted as tax from the compensation of an employee 
under the Act of August 29, 1935, with respect to compensa¬ 
tion earned subsequent to December 31, 1936, as is not in 
excess of the employees’ tax imposed by the Carriers Taxing 
Act of 1937 upon such employee for the same period, shall be 
paid to the collector the same as though such amounts had 
been deducted as and for employees’ tax with respect to such 
compensation under the Carriers Taxing Act of 1937. 

CHAPTER VIII—MISCELLANEOUS PROVISIONS 

Assessment and Collection of Underpayments 
Section 4 of the Act 

If • • • less than the correct amount of the tax imposed 

by section 2 (a) or 3 (a) of this Act is paid or deducted with 
respect to any compensation payment and the • • • under¬ 

payment of the tax cannot be adjusted under section 2 (c) or 
3 (b). • • • the amount of the underpayment shall be col¬ 

lected in such manner and at such times (subject to the statute 
of limitations properly applicable thereto) as may be prescribed 
by regulations under this Act as made by the Commissioner of 
Internal Revenue, with the approval of the Secretary of the 
Treasury. 

Art. 801. Assessment and collection of underpayments. — 
If any employees’ tax or employers’ tax is not paid to the 
collector when due, the Commissioner may, as the circum¬ 
stances warrant, assess the tax (whether or not the under¬ 
payment is adjustable) or afford the employer oppor¬ 
tunity to adjust the underpayment pursuant to article 602 
or 603. Unpaid employers* tax or employees’ tax may be 
assessed against the employer. Employees’ tax not collected 
by the employer may also be assessed against the employee. 
If any employee representatives* tax is not paid when due, 
it shall be assessed against the employee representative. 

The amount of any underpayment, together with interest 
and penalty, if any, will be collected, pursuant to section 
3184 of the United States Revised Statutes and other appli¬ 
cable provisions of law, from the person against whom as¬ 
sessment is made. If any amount of an assessment has 
been previously reported and paid to the collector as an 
adjustment or otherwise, the person against whom the 
assessment is made is privileged to file with the collector a 
claim on Form 843 for abatement of such amount, together 
with interest and penalties thereon if included in the 
assessment. 

If an employer pays employees* tax pursuant to an assess¬ 
ment against him without an adjustment having been made 
pursuant to article 602, reimbursement with respect to such 
payment is a matter to be settled between the employer and 
the employee. See article 803, relating to interest, and 
article 804, relating to penalty for failure to pay an assess¬ 
ment after notice and demand. See also article 802, relative 
to jeopardy assessment. 


Jeopardy Assessment 

Section 1105 of the Revenue Act of 1932, as Amended bt Section 
510 of the Revenue Act of 1934 

(a) If the Commissioner believes that the collection of any tax 
(other than income tax. estate tax, and gift tax) tinder any 
provision of the internal-revenue laws will be Jeopardized by delay, 
he shall, whether or not the time otherwise prescribed by law for 
making return and paying such tax has expired, immediately 
assess such tax (together with all interest and penalties the assess¬ 
ment of which Is provided for by lav/). Such tax. penalties, and 
Interest shall thereupon become Immediately due and payable, 
and Immediate notice and demand shall be made by the collec¬ 
tor for the payment thereof. Upon failure or refusal to pay such 
tax. penalty, and Interest, collection thereof by distraint shaU be 
lawful without regard to the period prescribed in section 3187 
of the Revised Statutes, as amended. 

(b) The collection of the whole or any part of the amount 
of such assessment may be stayed by filing with the collector a 
bond in such amount, not exceeding double the amount as to 
which the stay is desired, and with such sureties, as the collector 
deems necessary, conditioned upon the payment of the amount 
collection of which Is stayed, at the time at which, but for this 
section, such amount would be due. 

Section 3187 of the United States Revised Statutes, as Amended 

If any person liable to pay any taxes neglects or refuses to pay 
the same within ten days after notice and demand. It shall be 
lawful for the collector or his deputy to collect the said taxes, 
with five per centum additional thereto, and interest as afore¬ 
said, by distraint and sale, In the manner hereafter provided, of 
the goods, chattels, or effects, including stocks, securities, bank 
accounts, and evidences of debt, of the person delinquent as 
aforesaid: • • • 

Art. 802. Jeopardy assessment. —Whenever, in the opinion 
of the collector, it becomes necessary to protect the interests 
of the Government by effecting an immediate return and 
collection of the tax, the case should be promptly reported 
to the Commissioner by telegram or letter. The communica¬ 
tion should recite the full name and address of the person 
involved, the amount of taxes due, the period involved, and 
a statement as to the reason for the recommendation, which 
will enable the Commissioner to assess the tax, together with 
all penalties and interest due. Upon assessment such tax, 
penalty, and interest shall become immediately due and pay¬ 
able, whereupon the collector will issue immediately a notice 
and demand for payment of the tax, penalty, and interest. 

The collection of the whole or any part of the amount of 
the jeopardy assessment may be stayed by filing with the 
collector a bond in such amount, not exceeding double the 
amount with respect to which the stay is desired and with 
such sureties as the collector may deem necessary. Such 
bond shall be conditioned upon the payment of the amount, 
collection of which is stayed, at the time at which, but for 
the jeopardy assessment, such amount would be due. In 
lieu of surety or sureties the taxpayer may deposit with the 
collector bonds or notes of the United States, or bonds or 
notes fully guaranteed by the United States, having a par 
value not less than the amount of the bond required to be 
furnished, together with an agreement authorizing the col¬ 
lector in case of default to collect or sell such bonds or notes 
so deposited. 

Upon refusal to pay, or failure to pay or give bond, the 
collector will proceed immediately to collect the tax, penalty, 
and interest by distraint without regard to the period pre¬ 
scribed in section 3187 of the United States Revised Statutes, 
as amended. 

Interest and Penalties 
Section 7 (b) of the Act 

(b) • • • If a tax imposed by this Act is not paid when 

due, there shall be added as part of the tax (except in the case 
of adjustments made In accordance with the provisions of this 
Act) interest at the rate of 6 per centum per annum from the 
date the tax became due untU paid. 

Section 3184 of United States Revised Statutes 

Where it is not otherwise provided, the collector shall In person 
or by deputy, within ten days after receiving any list of taxes 
from the Commissioner of Internal Revenue, give notice to each 
person liable to pay any taxes stated therein, to be left at his 
dwelling or usual place of business, or to be sent by mall, stating 
the amount of such taxes and demanding payment thereof. If 
such person does not pay the taxes within ten days after the serv- 
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Ice or the sending by mail of such notice, it shall be the duty of 
the collector or his deputy to collect the said taxes with a penalty 
of five per centum additional upon the amount of taxes, and 
interest at the rate of one per centum a month. 

Section 404 of the Revenue Act of 1935 

Notwithstanding any provision of law to the contrary, interest 
accruing during any period of time after the date of the enact¬ 
ment of this Act upon any Internal-revenue tax (Including 
amounts assessed or collected as a part thereof) or customs duty, 
not paid when due, shall be at the rate of 6 per centum per 
annum. 

Art. 803. Interest. —If the tax is not paid to the collector 
when due and is not adjusted under article 602 or 603, in¬ 
terest accrues at the rate of 6 per cent per annum. 

Art. 804. Penalty for failure to pay an assessment after 
notice and demand. — (a) In case the taxpayer fails to pay 
to the collector the entire amount of any assessment of tax, 
penalty, or interest within a period of 10 days after the date 
of issuance of the form for first notice and demand, based 
on such assessment, there accrues under section 3184 of the 
United States Revised Statutes (except as provided in sub¬ 
division ( b ) of this article) a penalty of 5 per cent of the 
amount of such assessment remaining unpaid at the expira¬ 
tion of such period. 

(&) If. within 10 days after the date of issuance of the 
first notice and demand, a claim for abatement of any 
amount of the assessment is filed with the collector who 
issued the form, the 5 per cent penalty does not attach 
with respect to such amount. If the claim is rejected in 
whole or in part and the amount rejected is not paid, the 
collector shall issue notice and demand for such amount. 
If payment is not made within 10 days after the date the 
collector issues the notice and demand, the 5 per cent pen¬ 
alty attaches with respect to the amount rejected. The 
filing of the claim does not stay the running of interest. 

Section 3176 or the United States Revised Statutes, as Amended 
by Section 1103 of the Revenue Act of 1926 and Section 619 
(d) of the Revenue Act of 1928 

* • • In case of any failure to make and file a return or list 

within the time prescribed by law, or prescribed by the Commis¬ 
sioner of Internal Revenue or the collector in pursance of law, the 
Commissioner shall add to the tax 25 per centum of its amount, 
except that when a return is filed after such time and it is shown 
that the failure to file it was due to a reasonable cause and not 
to willful neglect, no such addition shall be made to the tax. In 
case a false or fraudulent return or list is willfully made, the Com¬ 
missioner shall add to the tax 50 per centum of its amount. 

The amount so added to any tax shall be collected at the same 
time and in the same manner and as a part of the tax unless the 
tax has been paid before the discovery of the neglect, falsity, or 
fraud, in which case the amount so added shall be collected in 
the same manner as the tax. 

Section 406 or the Revenue Act of 1935 

In the case of a failure to make and file an internal-revenue 
tax return required by law, within the time prescribed by law or 
prescribed by the Commissioner in pursuance of law, if the last 
date so prescribed for filing the return is after the date of the 
enactment of this Act, if a 25 per centum addition to the tax 
iS prescribed by existing law, then there shall be added to the 
tax, in lieu of such 25 per centum: 5 per centum if the failure 
Is for not more than 30 days, with an additional 5 per cent um 
for each additional 30 days or fraction thereof during which failure 
continues, not to exceed 25 per centum in the aggregate. 

Art. 805. Penalties for delinquent or false returns. —(a) 
delinquent returns. —Unless the person required to file a re¬ 
turn establishes to the satisfaction of the Commissioner that 
a reasonable cause exists for the delinquency, the failure to 
file such return on or before the due date causes to accrue 
a penalty equal to the following percentage of the taxes 
required to be reported thereon: 

(1) 5 per cent, if the return is filed on or before the 
thirtieth day after the due date; 

<2> 10 per cent, if the return is filed after such thirtieth 
day and on or before the sixtieth day after the due date; 

(3) 15 per cent, if the return is filed after such sixtieth 
day and on or before the ninetieth day after the due date; 

t4> 20 per cent, if the return is filed after such ninetieth 
day and on or before the one hundred and twentieth day 
after the due date; or 


(5) 25 per cent, if the return is filed after such one 
hundred and twentieth day or if the return is never filed 
by the person required to file it. 

In computing the period of delinquency all Sundays and 
holidays after the due date are counted. 

Every person filing a return after the due date shall se¬ 
curely attach to the return his statement under oath setting 
out in detail the reason for his delinquency. The collector 
shall forward the statement to the Commissioner with the 
return. The Commissioner will determine whether a penalty 
has been incurred and, if so. make the assessment. 

<b) False returns .—If a false or fraudulent return is will¬ 
fully made, the penalty under section 3176 of the United 
States Revised Statutes, as amended, is 50 percent of the 
total taxes due for the entire period involved, including any 
tax previously paid. 

Additional Penalties 

Section 1114 of the Revenue Act of 1926, Made Applicable bt 
Section 7 (c) of the Act 

(a) Any person required under this Act to pay any tax. or re¬ 
quired by law or regulations made under authority thereof to 
make a return, keep any records, or supply any information, for the 
purposes of the computation, assessment, or collection of any tax 
Imposed by this Act, who willfully fails to pay such tax, make such 
return, keep such records, or supply such Information, at the time 
or times required by law or regulations, shall, in addition to other 
penalties provided by law. be guUty of a misdemeanor and. upon 
conviction thereof, be fined not more than $10,000, or imprisoned 
for not more than one year, or both, together with the cost of 
prosecution. 

(b) Any person required under this Act to collect, account for 
and pay over any tax imposed by this Act. who willfully falls to 
collect or truthfully account for and pay over such tax. and any 
person who willfully attempts In any manner to evade or defeat 
any tax Imposed by this Act or the payment thereof, shall, in 
addition to other penalties provided by law. be guilty of a felony 
and. upon conviction thereof, be fined not more than $10,000. or 
imprisoned for not more than five years, or both, together with 
the costs of prosecution. 

(c) Any person who willfully aids or assists in, or procures, 
counsels, or advises, the preparation or presentation under, or in 
connection with any matter arising under, the internal-revenue 
laws, of a false or fraudulent return, affidavit, claim, or document, 
shall (whether or not such falsity or fraud is with the knowledge 
or consent of the person authorized or required to present such 
return, affidavit, claim, or document) be guilty of a felony and. 
upon conviction thereof, be fined not more than $10,000, or im¬ 
prisoned for not more than five years, or both, together with the 
costs of prosecution 

(d) Any person who willfully falls to pay. collect, or truthfully 
account for and pay over, any tax imposed by Titles IV, V. VI. 
VII. VIII. and IX. or willfully attempts in any manner to evade or 
defeat any such tax or the payment thereof, shall, in addition 
to other penalties provided by law, be liable to a penalty of the 
amount of the tax evaded, or not paid, collected or accounted for 
and paid over, to be assessed and collected in the same manner 
as taxes are assessed and collected. No penalty shall be assessed 
under this subdivision for any offense for which a penalty may be 
assessed under authority of section 3176 of the Revised Statutes, 
as amended, or for any offense for which a penalty has been recov¬ 
ered under section 3256 of the Revised Statutes. 

(e) Any person in possession of property, or rights to property, 
subject to distraint, upon which a levy has been made, shall, upon 
demand by the collector or deputy collector making such levy, 
surrender such property or rights to such collector or deputy,’ 
unless such property or right is, at the time of such demand, 
subject to an attachment or execution under any Judicial process! 
Any person who fails or refuses to so surrender any of such prop¬ 
erty or rights shall be liable in his own person and estate to the 
United States in a sum equal to the value of the property or 
rights not so surrendered, but not exceeding the amount of the 
taxes (Including penalties and interest) for the collection of which 
such levy has been made, together with costs and interest from 
the date of such levy. 

(f) The term “person" as used in this section includes an officer 
or employee of a corporation or a member or employee of a partner¬ 
ship. who as such officer, employee, or member is under a duty to 
perform the act in respect of which the violation occurs. 

Section 35 of the Criminal Code of the United States, as 
Amended 

Whoever shall make or cause to be made or present or cause to be 
presented, for payment or approval, to or by any person or officer in 
the civil, military, or naval service of the United States, or any 
department thereof, or any corporation in which the United States 
of America is a stockholder, any claim upon or against the Govern¬ 
ment of the United States, or any department or officer thereof, or 
any corporation in which the United States of America is a stock- 
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holder, knowing such claim to be false, fictitious, or fraudulent; 
or whoever shall knowingly and willfully falsify or conceal or cover 
up by any trick, scheme, or device a material fact, or make or 
cause to be made any false or fraudulent statements or representa¬ 
tions, or make or use or cause to be made or used any false bill, 
receipt, voucher, roll, account, claim, certificate, affidavit, or deposi¬ 
tion, knowing the same to contain any fraudulent or fictitious 
statement or entry, in any matter within the Jurisdiction of any 
department or agency of the United States or of any corporation 
in which the United States of America is a stockholder; * • • 

or whoever shall enter into any agreement, combination, or 
conspiracy to defraud the Government of the United States, or any 
department or officer thereof, or any corporation in which the 
United States of America is a stockholder, by obtaining or aiding 
to obtain the payment or allowance of any false or fraudulent 
clnim; • • * shall be fined not more than $10,000 or im¬ 
prisoned not more than ten years, or both. • • • 

Records 

Section 1102 of the Revenue Act of 1926, Made Applicable by 
Section 7 (c) of the Act 

(a) Every person liable to any tax imposed by this Act. or for 
the collection thereof, shall keep such records, render under oath 
such statements, make such returns, and comply with such rules 
and regulations, as the Commissioner, with the approval of the 
Secretary, may from time to time prescribe. 

(b) Whenever in the judgment of the Commissioner necessary 
he may require any person, by notice served upon him, to make 
a return, render under oath such statements, or keep such records 
as the Commissioner deems sufficient to show whether or not 
such person is liable to tax. 

• • • • • 

Section 1104 of the Revenue Act of 1926, as Amended by Section 
618 of the Revenue Act of 1928, Made Applicable ry Section 
7 (c) of the Act 

The Commissioner, for the purpose of ascertaining the correct¬ 
ness of any return or for the purpose of making a return where 
none has been made, is hereby authorized, by any officer or em¬ 
ployee of the Bureau of Internal Revenue, including the field 
service, designated by him for that purpose, to examine any books, 
papers, records, or memoranda bearing upon the matters required 
to be included in the return, and may require the attendance of 
the person rendering the return or of any officer or employee of 
such person, or the attendance of any other person having knowl¬ 
edge in the premises, and may take his testimony with reference 
to the matter required by law to be included in such return, 
with power to administer oaths to such person or persons. 

Art. 806. Records . —(a) Records of employees. — While not 
mandatory, it is advisable for each employee to keep per¬ 
manent accurate records showing the name of each em¬ 
ployer for which he perform services as an employee, the 
duration of employment by each, the amount of each pay¬ 
ment of remuneration, the date of its receipt, and the 
amount of employees' tax deducted from each such pay¬ 
ment. 

(b) Records of employers. —The records of each employer 
shall show with respect to each employee, beginning with 
January 1, 1937— 

(1) the name and address of the employee, 

(2) the total amount and date of each payment of com¬ 
pensation to the employee (including any sum withheld 
therefrom as tax or for any other reason) and the period 
of services covered by such payment, 

(3) the amount of such payment of compensation with 
respect to which the tax is imposed, and 

(4) the amount of employees’ tax withheld or collected 
with respect to such payment of compensation, and, if col¬ 
lected at a time other than the time such payment was 
made, the date collected. 

If the total payment of compensation (paragraph (2), 
above) and the amount thereof with respect to which the 
tax is imposed (paragraph (3). above) are not equal, the 
reason therefor shall be made a matter of record. Accurate 
records of the details of every adjustment of employees’ tax 
or employers’ tax shall also be kept, including the date and 
amount of each adjustment. (See Chapter VI, relating to 
adjustments.) 

(c) Records of employee representatives. —The records of 
each individual liable for employee representatives’ tax shall 
show, beginning with January 1, 1937— 

(1) the name of each employee organization and each 
employer employing him, and 


(2) the amount of compensation earned as an employee 

representative and as an employee, and the period for 

which earned. 

<d) Records of payments under the Act of August 29, 1935, 
and of overpayments under this Act. —Every person claiming 
refund or credit of any payment of tax under the Act of 
August 29. 1935, or of any overpayment of tax. penalty, or 
interest, under this Act, shall keep a complete and detailed 
record of the alleged payment or overpayment. If claim is 
made under article 702 (a) for refund or credit of employees’ 
tax. there shall also be kept as part of the records the evi¬ 
dence of repayment of the tax to the employee or the written 
consent of the employee obtained pursuant to the provisions 
of article 702 (h). 

( e ) Records with respect to claims for refund of employees' 
tax imposed by the Act of August 29, 1935, and paid to col - 
lector. —Every employer who files a claim for refund under 
article 705 (e) and (/) shall keep as part of his records the 
written receipts or written consents of employees obtained 
pursuant to the provisions of article 705 (g) (1). 

(/) Form of records. —No particular form is prescribed for 
keeping the records required by this article. Each person 
required to keep records shall use such forms and systems 
of accounting as will enable the Commissioner to ascertain 
whether the taxes for which such person is liable are cor¬ 
rectly computed and paid. 

(g) Place and period for keeping records .—All records re¬ 
quired by these regulations shall be kept, by the person 
required to keep them at some convenient and safe location 
accessible to internal revenue officers. Such records shall at 
all times be open for inspection by such officers. Records re¬ 
quired by subdivisions (b) and (c) of this article shall be 
maintained for a period of at least four years after the date 
the tax to which they relate becomes due. or the date the tax 
is paid, whichever is later. Records required by subdivisions 

(d) and (e) of this article relating to a claim shall be main¬ 
tained for a period of at least four years after the date the 
claim is filed. 

Authority for Regulations 
Section 12 of the Act 

The Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, shall make and publish such rules and 
regulations as may be necessary for the enforcement of this Act. 

In pursuance of section 12 of the Act and other provisions 
of the internal revenue laws, the foregoing regulations are 
hereby prescribed. 

[seal] Chas T. Russell, 

Acting Commissioner of Internal Revenue. 

Approved. October 12, 1937. 

Roswell Magill. 

Acting Secretary of the Treasury. 

[P. R. Doc. 37-3030: Piled. October 14, 1937; 11:10 a. m.) 


FEDERAL DEPOSIT INSURANCE CORPORATION. 

Replacement of Service of Process Agent 

Pursuant to the provisions of the fourth paragraph of sub¬ 
section (j) of Section 12B of the Federal Reserve Act, as 
amended, the Board of Directors of the Federal Deposit In¬ 
surance Corporation has designated Examiner Howard V. 
Williams, Orlando, Florida, as agent for the Corporation in 
the State of Florida, to replace Examiner William S. Ander¬ 
son, for the purpose of receiving service of process, such 
appointment to be upon the basis with respect to compensa¬ 
tion and tenure as all such appointments heretofore made. 

I hereby certify that the foregoing appointment was made 
pursuant to a resolution of the Board of Directors of the 
Federal Deposit Insurance Corporation adopted on August 
18. 1937. 

[seal] Agnes C. Murphy, 

Acting Secretary . 














2571 


FEDERAL REGISTER, 

FEDERAL TRADE COMMISSION. 

United States of America Before Federal Trade 
Commission 

At a regular session of the Federal Trade Commission, 
held at its office in the City of Washington, D. C., on the 12th 
day of October, A. D. 1937. * 

Commissioners: William A. Ayres, Chairman; Garland S. 
Ferguson. Charles H. March, Ewin L. Davis, Robert E. Freer. 
(Docket No. 3125] 

In the Matter of The Ross Roy Service, Inc., a Corporation, 

AND KELVINATOR CORPORATION, A CORPORATION 
ORDER APPOINTING EXAMINER AND FIXING TIME AND PLACE FOR 
TAKING TESTIMONY 

This matter being at issue and ready for the taking of 
testimony, and pursuant to authority vested in the Federal 
Trade Commission, under an Act of Congress (38 Stat. 717; 
15 U. S. C. A., Section 41), 

It is ordered, That Miles J. Furnas, an examiner of this 
Commission, be and he hereby is designated and appointed 
to take testimony and receive evidence in this proceeding 
and tp perform all other duties authorized by law; 

It is further ordered. That the taking of testimony in this 
proceeding begin Friday. October 22, 1937, at ten o’clock in 
the forenoon of that day (eastern standard time) in Room 
921, Federal Building, Detroit, Michigan. 

Upon completion of testimony for the Federal Trade Com¬ 
mission, the examiner is directed to proceed immediately to 
take testimony and evidence on behalf of the respondent. 
The Examiner will then close the case and make his report. 
By the Commission. 

[seal] Otis B. Johnson, Secretary . 

(P. R. Doc. 37-3027; Filed, October 13,1937; 2:30 p. m.( 


United States of America—Before Federal Trade 
Commission 

At a regular session of the Federal Trade Commission, 
held at its office in the City of Washington, D. C., on the 
12th day of October. A. D. 1937. 

Commissioners: William A. Ayres, Chairman; Garland S. 
Ferguson, Jr., Charles H. March, Ewin L. Davis, Robert E. 
Freer. 

(Docket No. 3170) 

In the Matter of Louis J. Whitmarsh, Trading as Rite- 
Way Sales 

ORDER APPOINTING EXAMINER AND FIXING TIME AND PLACE FOR 
TAKING TESTIMONY 

This matter being at issue and ready for the taking of 
testimony, and pursuant to authority vested in the Federal 
Trade Commission, under an Act of Congress (38 Stat. 717; 
15 U. S. C. A., Section 41), 

It is ordered That Miles J. Furnas, an examiner of this 
Commission, be and he hereby is designated and appointed 
to take testimony and receive evidence in this proceeding 
and to perform all other duties authorized by law; 

It is further ordered That the taking of testimony in this 
proceeding begin on Monday, October 18, 1937, at ten o’clock 
in the forenoon of that day (eastern standard time), in room 
4083, New Post Office Building, Cleveland, Ohio. 

Upon completion of testimony for the Federal Trade Com¬ 
mission, the examiner is directed to proceed immediately to 
take testimony and evidence on behalf of the respondent. 
The examiner will then close the case and make his report. 
By the Commission. 

,SEAL J Otis B. Johnson, Secretary. 

|F. R. Doc. 37-3028; Filed. October 13,1937; 2:30 p. m.) 


SECURITIES AND EXCHANGE COMMISSION. 

United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission, held at its office in the City of Washington, D. C., on 
the 13th day of October, 1937. 


Friday , October 15, 1937 

(File No. 1-4271 

In the Matter of Kresge Department Stores, Inc., 8% 
Cumulative Preferred Stock. $100 Par Value 
order postponing hearing 

The New York Stock Exchange, pursuant to Section 12 (d) 
of the Securities Exchange Act of 1934, as amended, and Rule 
JD2 promulgated thereunder, having made application to the 
Commission to strike from listing and registration the 8% 
Cumulative Preferred Stock, $100 Par Value, of Kresge De¬ 
partment Stores, Inc.; and 

The Commission having ordered that the matter be set 
down for hearing on October 13, 1937,’ in Washington, D. C.; 
and 

Said issuer having requested a postponement of said 
hearing; 

It is ordered, That said hearing be postponed until 10:00 
A. M. on Tuesday, October 26, 1937, in Room 1101, Securities 
and Exchange Commission Building, 1778 Pennsylvania Ave¬ 
nue NW., Washington, D. C., and continue thereafter at such 
times and places as may be determined by the Commission or 
its officer presiding at said hearing. 

By the Commission. 

[ seal 1 Francis P. Brassor, Secretary . 

(F. R. Doc. 37-3033; Filed, October 14,1937; 12:46 p. m. J 


VETERANS’ ADMINISTRATION. 

Revision of Regulations 

pensions—reserve officers and enlisted personnel 

Persons Included in the Acts in Addition to Commissioned 
Officers and Enlisted Men 

R-1001 (K). Members of training camps authorized by 
law. —Members of training camps authorized by Section 54 
of the National Defense Act, are included. Members of the 
National Guard ordered to active duty for training are not, 
under Section 112 of the National Defense Act of June 3, 
1916, as amended June 15. 1933, entitled to pension. Reserve 
officers and members of the enlisted reserves of the United 
States Army. Navy, or Marine Corps ordered to active duty 
including duty for training, are entitled to pension under 
Public No. 159, 75th Congress (October 14, 1937). 

Effective Dates of Awards of Disability Compensation or 
Pension 

R-1212 (A). Initial awards of disability compensation or 
pension will be payable in accordance with the provisions of 
Veterans Regulation No. 2 (a), Part I, Paragraph I, provided 
an appropriate claim therefor has been filed and. if incom¬ 
plete, the necessary evidence to complete such claim is sub¬ 
mitted within one year from the date of request therefor: 
Provided, however, That no award of disability compensation 
or pension under Public No. 2, 73rd Congress, will be effective 
prior to March 20, 1933; no pension under Regulation No. 1 
(a). Part II, as amended by Public No. 159, 75th Congress, 
Act of June 23, 1937, shall be effective prior to the date of 
claim or June 23, 1937, whichever is the later: And provided 
further, That no award of disability compensation under 
Title m, Public No. 141, 73d Congress, will be effective prior 
to March 28, 1934 (October 14, 1937). 

Concurrent Payment of Benefits to Same Person 

R-1296 (A). Notwithstanding the provisions of Section 4715, 
Revised Statutes, and Veterans Regulation No. 10, Paragraph 
XIII. a person in receipt of death compensation or pension 
either under the reenacted pension statutes, the Veterans 
Regulation No. 1 series, or Title HI, Public No. 141, 73d Con¬ 
gress, or Public No. 484, 73d Congress, may also, if otherwise 
entitled, receive disability compensation under Public No. 
141, 73d Congress, on account of his or her own service 
during the World War (A. D. 325, 335). 

(B) For the purposes of Veterans Regulation No. 1 (a). 
Part H, Paragraph I, as amended by Public No. 159. 75th 


1 2 F. R. 2219 (DI). 
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Congress. (Act of June 23, 1937) pension shall not be paid 
concurrently with active duty pay or United States em¬ 
ployees compensation. Where a person who is eligible for 
pension is also eligible for tlie benefits of the United States 
employees compensation act he shall elect which benefit he 
shall receive (October 14, 1937). 

Lseal] Frank T. Hines. 

Administrator of Veterans 9 Affairs . 

[F.R. Doc. 37-3031; Filed. October 14, 1937; 11:18 a. m.J 


Revision of Regulations 
appeals 

9804. Cooperation with claimant in developing evidence 
and hearings in connection with appeals .—(A). (1) Because 
of the finality of the decisions of the board of veterans ap¬ 
peals, it will readily be seen that it is of utmost importance 
that every effort be made to secure all relevant evidence and 
insure the adequacy of the appeal and the proper prepara¬ 
tion of the case. The two-fold duty of adjudicating agencies 
to the Government and to the claimant, under the policy 
of the Veterans Administration, requires that all proper 
assistance be accorded to the claimant in the prosecution 
of his claim. Such assistance will be given whole-heartedly 
and fully in the development and preparation of claims in 
appeal status so that all available evidence may be secured 
and the claimant will be thoroughly advised of the steps 
necessary to present his case properly for appellate consid¬ 
eration. 

(2) This assistance will be extended in the preparation of 
appeals on all questions that may properly be referred to 
the board of veterans appeals. The adequacy of an appeal 
in the individual case will depend on the facts of record, 
but all appeals will be given equal consideration in this 
regard. 

(3) The employees authorized in R. & P. R-9805, to execute 
certificates of adequacy may utilize every facility at their 
disposal to secure any additional evidence that may be 
deemed necessary to insure a fair and complete presentation 
of the facts involved. Efforts should first be made, however, 
to secure such evidence by correspondence but resort may 
be had to personal contacts wherever necessary. 

(4) The certificate of adequacy will not be executed until 
all pertinent evidence available is secured but if the claim¬ 
ant or his authorized representative should insist on the 
consideration of the appeal without the submission of any 
further evidence that might be indicated, a certificate of 
adequacy will be executed but a notation will be made 
thereon to the effect that such certificate is being executed 
at the insistence of the claimant or his representative. 

(B) (1) In order to insure the complete development of 
the claim from the standpoint of rating for compensation or 
pension purposes, when an appeal is filed from a rating 
decision, the case file, together with the appeal, will be re¬ 
ferred to the rating agency of original jurisdiction for re¬ 
view. The rating agency will review the case to determine 
whether its previous decision should be affirmed and whether 
any new issues have been raised by the veteran or his rep¬ 
resentative or whether all the claimant’s contentions have 
been properly considered and adequately disposed of. 

(2) If it is determined that no new rating issues have 
been raised in connection with the appeal and that all con¬ 
tentions or allegations made by the claimant or his repre¬ 
sentative have been properly and adequately disposed of, 
the following certificate will be executed by the rating 
board: 

“It is hereby certified that all material facts pertinent to 
the rating have been developed, that all assertions and 
representations advanced by the veteran and in his behalf 
have been considered and the issues determined.” 


(3) In the event it is found that new allegations or con¬ 
tentions have been made either by the claimant or his 
representative with reference to diseases or injuries not 
previously considered, or grounds or reasons for service con¬ 
nection or increased ratings not previously set forth, the 
rating agency will carefully review the case in the light of 
these contentions and render a new rating decision dispos¬ 
ing of each question separately by a definite finding. This 
decision will be made on Form 564 and will conclude with 
the following statement: “Reviewed pursuant to R. & P. 
1325." 

(4) In the event the rating board of original jurisdiction 
finds that further development of the evidence is necessary, 
it will indicate in detail to the authorization unit, the 
nature of the evidence desired or the steps to be taken to 
further develop the case. For the purpose of this review, 
the rating agencies of original jurisdiction may authorize 
physical examinations if such action is deemed necessary. 
In exercising this authority, however, the rating agencies 
are expected to use discretion and will bear in mind the 
policy of the Veterans’ Administration, to avoid unnecessary 
physical examinations. 

(5) Form P-8 will not be executed in cases where the ap¬ 
peal is from a rating decision until the case has been 
reviewed by the rating board in accordance with the fore¬ 
going provisions. 

(C). (1) When the case has been fully developed and the 
entire evidence reviewed in accordance with the provisions 
of this section, if the claimant has executed a power of 
attorney in favor of an accredited service organization, the 
representative of such organization will be notified to appear 
before the rating board, if he wishes to do so, for a formal 
hearing before the Certificate of Adequacy is executed. This 
hearing will be held when practicable and convenient before 
the rating board which rendered the decision from which 
the appeal was entered, and will be in lieu of a formal 
hearing before the board of veterans appeals, except in 
unusual cases, which may require the special attention of 
the accredited organization’s headquarters in Washington. 
D. C. Generally, no further hearing before the board of 
veterans appeals will be necessary where the representative 
of the accredited service organization states the basis of 
the appeal and the nature of the relief sought at the hearing 
before the rating board, and otherwise properly represents 
the veteran’s interests. 

(2) A record of this hearing will be made and incor¬ 
porated in the case file for consideration by the board of 
veterans appeals. 

Upon the conclusion of the hearing, the representative of 
the service organization will be requested to execute Form 
646, Certificate of Appearance before Rating Board on Ap¬ 
peal to Board of Veterans Appeals. The answers to the 
three questions propounded on this form will be definite and 
unequivocal. If there is any doubt with reference to the 
development of the evidence, the hearing should be utilized 
to develop leads and information concerning any additional 
evidence that might be available and the manner in which 
such evidence may be obtained. 

(3) The formal hearings before the rating board, pro¬ 
vided for herein, will not be used as a basis for reversing the 
decision of the rating board from which the appeal was 
entered, except in case of clear and unmistakable error, or 
in accordance with existing procedure for amending or re¬ 
versing a prior rating decision. In the event, however, the 
prior decision from which the appeal was entered is amended 
or reversed and the benefit sought by the claimant is granted, 
appropriate action will be taken to cancel the appeal (Sep¬ 
tember 15. 1937) (V. R. No. 2-series). 

[seal] Frank T. Hines. 

Administrator of Veterans Affairs. 

IF. R. Doc. 37-3032; Filed, October 14. 1937; 11: 18 a. m.) 














